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VA  PARTICIPATION  IN  STATE  HEALTH  CARE 
REFORM  PROGRAMS 


WEDNESDAY,  FEBRUARY  9,  1994 

U.S.  Senate 
Committee  on  Veterans'  Affairs 

Washington,  DC 
The  Committee  met,  pursuant  to  notice,  at  2:08  p.m.  in  room 

SR-418,  Russell  Senate  Office  Building,  Hon.  John  D.  Rockefeller  IV 

(Chairman  of  the  Committee)  presiding. 

Present:  Senators  Rockefeller,  Daschle,  Murkowski,  Simpson,  and 

Jeffords. 

Also  present  (staff):  Jim  Gottlieb,  chief  counsel/staff  director;  Diana 

M.  Zuckerman,  professional  staff  member;  Kim  Lipsky,  legislative 

aide;  and  John  Moseman,  minority  staff  director/chief  counsel. 

OPENING  STATEMENT  OF  CHAIRMAN  ROCKEFELLER 

Chairman  ROCKEFELLER.  Good  afternoon,  everyone.  I  welcome  you 
to  this  hearing. 

There  are  a  lot  of  us  in  these  two  bodies  of  Congress  who  are 
struggling  very  hard  against  what  appears  to  be  a  well-financed  and 
certainly  very  hard-working  effort  to  kill  all  chances  for  national 
health  care  reform.  But  while  we  do  this,  there  are  a  number  of 
States  who  have  shown  us  that  reform  can  happen.  When  the  needs 
of  constituents  outweigh  the  needs  of  commercial  interests  or  special 
interest  groups,  reform  can  be  accomplished  in  the  States.  And  it 
certainly  ought  to  be  able  to  be  accomplished  at  the  national  level. 

Universal  coverage  and  employer  mandates  may  be  debatable 
issues  in  Washington,  DC,  but  they  are  essential  ingredients  in 
health  care  reform  in  Washington  State.  Everybody  who  has  testified 
before  the  Finance  Committee  has  said  basically  the  same  thing:  You 
don't  get  universal  coverage  unless  everybody  participates;  you  don't 
get  everybody  participating  on  a  voluntary  basis,  so  you  have  to  have 
mandates.  Almost  without  exception,  all  witnesses  have  said  that. 
Health  alliances  appear  for  some  reason  to  be  frightening  to  some, 
but  not  to  the  people  of  Minnesota,  or  Florida,  or  the  State  of 
Washington,  because  they  have  already  decided  they  are  the  best  way 
to  provide  cost-effective  medical  coverage  for  their  citizens. 

I  applaud  the  efforts  of  the  various  States  that  are  moving  full- 
steam  ahead  with  plans  for  health  care  reform.  I  advise  my  own  State 
not  to  wait  for  the  Federal  Government,  but  to  go  ahead  and  get  your 
own  health  care  reform  gomg.  These  States  and  their  various  plans 


give  us  a  very  good  opportunity  to  learn  from  their  successes  and  to 
learn  from  any  problems  that  they  might  have  along  the  way. 

In  addition  to  illustrating  how  various  reforms  work  in  the  real 
world,  State  reform  programs  will  show  us  how  reforms  affect 
existing  Federal  medical  programs,  including  the  VA  medical  system. 

Unfortunately,  current  Federal  law  makes  it  impossible  for  VA 
facilities  to  participate  fully  in  statewide  health  care  reform  efforts. 
It  amazes  me  that,  with  the  exception  of  one  plan — the  President's 
plan — none  of  the  plans  introduced  in  the  Congress  have  anything  to 
say  about  the  Department  of  Veterans  Affairs.  I  don't  understand 
that.  The  largest  health  care  system  in  the  country  is  being  totally 
ignored  by  all  but  one  plan.  A  variety  of  restrictions  enacted  for  good 
and  noble  reasons,  I'm  sure,  will  prevent  VA  facilities  from  competing 
against  other  providers  in  those  States.  We  will  hear  examples  of 
those  restrictions  at  today's  hearing. 

As  Chairman  of  the  Senate  Committee  on  Veterans'  Affairs,  I  want 
to  make  sure  that  all  our  veterans  get  the  best  possible  care  in  those 
States  and  across  our  country.  I  strongly  believe  that  Congress  must 
act  quickly  to  enable  VA  facilities  to  participate  in  some  of  these 
State  health  care  reform  efforts,  in  order  to  strengthen  the  VA  health 
care  system  in  those  States  and  to  enable  us  to  learn  what  kinds  of 
changes  are  needed  in  the  VA  medical  system  as  a  whole.  Of  course, 
all  States  will  be  able  to  participate  in  State  or  national  health  care 
reform  activities  when  Congress  passes  a  national  bill  that  revises 
the  laws  governing  the  VA  health  care  system,  which  we  will  do.  In 
spite  of  everything  that  has  been  going  on,  we  will  have  comprehen- 
sive national  health  care  reform  by  the  end  of  this  year.  You  can  put 
that  in  the  bank. 

At  today's  hearing,  we  will  hear  from  some  of  the  VA  officials  and 
advocates  who  have  a  vision  of  how  medical  services  for  veterans  can 
be  improved  through  health  care  reforms,  and  how  a  pilot  study  in 
several  States  can  make  sure  that  happens. 

We  will  focus  on  five  of  the  States  that  are  moving  most  quickly  to 
implement  health  care  reform:  Florida,  Minnesota,  Tennessee, 
Vermont,  and  Washington  State.  We  will  learn  what  is  needed  to 
enable  the  VA  medical  centers  in  those  States  to  participate  in  health 
care  reform,  and  what  Congress  needs  to  do  to  help  make  that 
happen. 

[The  prepared  statement  of  Chairman  Rockefeller  appears  on 
page  42.] 

Chairman  ROCKEFELLER.  Now,  I  am  very  pleased  to  welcome  our 
first  panel,  which  consists  of  directors  and  chiefs  of  staff  from  VA 
medical  centers  in  States  that  are  moving  ahead  with  health  care 
reforms.  These  witnesses  are  responsible  for  the  day-to-day  adminis- 
tration of  hospitals  and  for  negotiating  with  State  officials.  With  us 
today  are  Dr.  Robert  Petzel  from  Minnesota;  Mr.  Joseph  Manley  fi'om 
Washington  State;  Dr.  Howard  Green  from  Vermont;  Mr.  Malcom 
Randall  from  Florida;  and  Mr.  Larry  Deters  from  Tennessee. 
Gentlemen,  please  have  a  seat.  Thank  you  all  for  taking  time  to  be 
with  us. 

Unfortunately,  we  did  not  receive  your  written  statements  two 
days  ago,  as  required  by  Committee  rules.  That  was,  however,  not 


your  fault.  All  of  you  prepared  your  statements  last  week  and  this 
unfortunate  situation,  which  has  caused  great  inconvenience  to  us, 
was  caused  by  the  VA  Central  Office,  not  by  you.  I  don't  like  that.  I 
want  to  convey  to  Secretary  Brown  that  we  rely  on  the  Department 
of  Veterans  Affairs  to  make  these  hearings  as  informative  as  they  can 
be.  If  any  of  the  testimony  was  altered,  which  I  am  certain  in  some 
cases  it  was,  I  don't  like  that;  I  don't  like  that  one  bit.  That  hints  of 
VA  manipulating  the  real  and  honest  feelings  of  what  it  is  you  have 
to  say  or  might  want  to  say  to  us. 

I  would  say  to  VA  that  we  will  not  in  our  oversight  position  be 
pleased  if  they  continue  to  do  that.  And  if  they  continue  to  do  that, 
we  will  make  it  a  public  issue  and  we  will  go  to  the  mat  on  it.  You  all 
work  hard  all  day  long  every  day,  and  you  know  what  you're  talking 
about;  you  don't  need  to  have  somebody  filter  your  testimony,  which 
then,  in  turn,  makes  it  difficult  for  us  to  get  it.  We  will  have  to  do  a 
better  job  in  the  future,  and  I  guarantee  you  that  we  will. 

So  for  this  hearing,  because  of  the  inconvenience  caused  by  VA 
Central  Office,  each  of  you  will  have  to  be  sworn  as  witnesses,  which 
I  find  most  awkward,  most  uncomfortable;  but  since  I  want  to  be  sure 
that  what  we're  hearing  from  you  is  what  you  need  to  tell  us,  and  not 
what  somebody  says  might  please  them  better,  I  am  going  to  swear 
you  in.  That  is  also  a  little  message  to  the  VA  Central  Office,  and  I 
hope  they  are  listening.  In  place  of  any  statements  that  you  might 
have  prepared,  after  I  swear  you  in,  I  would  like  to  ask  just  two 
questions.  You  will  have  a  minute  or  two  to  tell  us  the  status  of 
health  care  reform  in  your  State;  then  tell  me  briefly  what  you  need 
from  us  in  order  to  participate  in  health  care  reform  in  your 
State — what  kinds  of  legislative  changes  or  autonomy  your  State  VA 
facilities  need  to  participate  and  to  succeed. 

So,  now  we  will  do  our  oath.  Please  rise. 

Do  you  swear  that  your  testimony  will  be  the  truth,  the  whole 
truth,  and  nothing  but  the  truth? 

[Chorus  of  "I  do's".] 

Chairman  ROCKEFELLER.  Let  the  record  show  that  the  witnesses 
all  answered  in  the  affirmative. 

Now  I  will  call  upon  Senator  Murkowski,  our  distinguished  ranking 
member  from  Alaska,  who  came  in  just  after  our  distinguished 
unranking  member  from  Vermont. 

OPENING  STATEMENT  OF  SENATOR  MURKOWSKI 

Senator  MURKOWSKL  Thank  you,  Mr.  Chairman.  And  I  came  in 
just  before  our  friend  from  Wyoming.  In  any  event,  I  want  to 
commend  you.  I  think  this  is  a  significant  hearing  because  Federal 
reforms,  while  underway,  are  not  finalized  by  any  means.  So  we  have 
a  lot  of  work  to  do. 

States  have  proven  the  adage,  like  other  issues,  health  care  is 
certainly  local,  and  many  States  are  reforming  their  health  care 
systems  now.  I  understand  that  National  Governors  Association 
testimony  last  week  confirmed  the  need  for  coordination  in  the 
Federal-State  efforts.  The  Federal  Government  must  give  the  States 
the  flexibility  to  move  forward,  and  it  is  this  last  issue  of  flexibility 
that  we're  concerned  with  today.  Without  it,  I  believe  we  would  lose 


the  benefits  that  entrepreneurs  and  innovative  VA  medical  center 
staff  would  bring  to  the  facilities  and  the  system  as  a  whole. 

Last  year,  this  Committee  heard  testimony  from  GAO  regarding 
the  potential  for  veterans  to  leave  the  VA  health  care  system.  When 
universal  coverage  offers  the  veteran  and  the  veteran's  family 
affordable  alternatives,  GAO  said  that  up  to  50  percent  of  the 
veterans  currently  using  the  system  may  give  it  up  and  chose  another 
option.  The  PVA  did  a  similar  study  that  suggested  up  to  25  percent 
would  leave  the  system.  Regardless  of  whether  you  believe  those 
figures  or  any  others,  the  impact  on  VA  would  be  substantial. 

The  highlights  of  the  testimony  here  today  indicate  significant 
necessity  for  having  answers  relative  to  the  role  on  the  local  level 
with  regard  to  State  reform  and  efforts  thereof  The  flexibility  to 
make  necessary  changes  at  the  facility  level  is  key  to  VA's  success  in 
a  reformed  health  care  system.  In  blunt  terms,  VA  must  attempt  to 
maintain  its  patient  base  in  those  States  that  are  reforming  their 
systems  now. 

Each  State  represented  at  the  hearing  has  passed  some  kind  of  a 
comprehensive  health  care  reform.  I  am  hoping  today  we  can  learn 
what  kind  of  barriers  the  VA  facilities  in  each  State  have  confronted 
when  addressing  VA's  role  in  those  reforms  and  how  those  barriers 
can  be  overcome.  So  we  look  forward  to  the  testimony,  Mr.  Chairman. 

Again,  I  think  the  issue  of  flexibility  is  one  that  we're  all  concerned 
with.  What  happens  to  the  veteran  that  traditionally  made  him  or 
herself  available  to  the  VA  facility  when  now  they  are  going  to  have 
the  option  of  choosing  a  facility  down  the  street  or  around  the  corner 
or  in  the  next  block?  I  certainly  don't  know  the  answers,  but  we  will 
look  forward  to  the  testimony. 

Thank  you,  Mr.  Chairman. 

Chairman  ROCKEFELLER.  Thank  you  very  much. 

I  am  going  to  call  next  on  Senator  Jeffords.  It  says  right  here  that 
Senator  Simpson  will  not  be  attending. 

Senator  MURKOWSKI.  Where  is  he? 

Chairman  ROCKEFELLER.  Yes.  Oh.  [Laughter.] 

Senator  SIMPSON.  Well,  I  came  over  here  to  terrorize  you.  [Laugh- 
ter.] No,  I  didn't.  Nice  to  see  you,  Mr.  Chairman. 

Chairman  ROCKEFELLER.  Thank  you. 

OPENING  STATEMENT  OF  SENATOR  JEFFORDS 

Senator  JEFFORDS.  Mr.  Chairman,  I  will  proceed  then.  It  is  a 
pleasure  to  be  here  today  and  to  represent  one  of  the  five  States  that 
will  be  testifying.  I  am  looking  forward  to  hearing  their  testimony.  I 
am  especially  pleased  to  welcome  Dr.  Howard  Green  from  our  great 
VA  center  in  White  River  Junction,  VT. 

This  is  a  very  important  hearing  for  the  Senate  Committee  on 
Veterans'  Affairs  as  we  continue  to  further  discuss  health  care 
reform.  The  VA  must  continue  to  play  a  prominent  role  in  our 
Nation's  health  care  system,  and,  therefore,  must  be  able  to  work 
with  new  State  health  care  reform  initiatives. 

As  our  Nation's  largest  health  care  provider,  VA  offers  expertise  in 
a  wide  range  of  health  care  areas  and  research.  President  Clinton  has 
laid  out  his  plans  for  VA  participation  in  his  health  care  reform 


package.  I  support  his  reform  initiative  but  I  want  to  be  sure  that  VA 
will  be  able  to  fairly  compete  with  the  private  health  care  options.  VA 
eligibility  reform  must  coincide  with  health  care  reform  if  VA  is  to 
compete. 

This  Committee  will  propose  legislation  that  will  take  advantage 
of  progressive  State  initiatives.  Several  pilot  programs  will  be  set  up 
to  determine  how  VA  can  best  furnish  health  care  services  in  States 
with  reformed  health  care  systems  and  under  any  national  health 
care  reform  plan  that  may  be  enacted.  All  the  States'  health  reform 
efforts  offer  opportunities  for  VA  to  capitalize  on  its  future  role  in 
national  health  care.  Vermont's  reform  efforts  are  well  underway  and 
will  allow  VA  to  experiment  hand-in-hand  with  reform. 

This  is  a  critical  and  exciting  time  for  VA.  For  the  first  time,  all 
veterans  could  be  eligible  to  receive  care  at  a  veterans  medical  center 
regardless  of  their  service  connection.  However,  VA  needs  to  be 
prepared  to  make  the  proper  changes  that  will  let  it  remain  a 
contender  in  the  health  care  arena  when  national  health  care  reform 
is  implemented.  I  believe  the  VA  pilot  programs  in  this  regard  arc 
extremely  important  and  offer  a  crucial  insight  into  the  future 
capabilities  and  services  that  VA  will  provide. 

It  is  extremely  important  that  we  consider  not  only  setting  up  pilot 
programs  in  States  that  have  already  implemented  health  care 
reform,  but  also  in  States,  like  Vermont,  which  are  in  the  process  of 
reform.  The  VA  must  be  prepared  to  play  a  role  during  the  process  of 
implementation  and  transformation. 

I  look  forward  to  hearing  more  about  these  States'  health  care 
plans  and  the  initiatives  VA  is  planning  to  take  in  order  to  work  with 
the  new  State  reform  efforts. 

Thank  you,  Mr.  Chairman. 

Chairman  ROCKEFELLER.  Thank  you.  Senator  Jeffords. 

Senator  Simpson,  do  you  wish  to  make  a  statement? 

Senator  SIMPSON.  No,  Mr.  Chairman. 

Chairman  ROCKEFELLER.  Really?  Not  a  word  of  wisdom? 

Senator  SIMPSON.  Mr.  Chairman,  my  wisdom  comes  from  sitting  in 
that  chair  for  a  few  years,  as  did  my  friends  Al  Cranston  and  Frank 
Murkowski.  I  just  want  to  say  that  I  do  admire  what  you  do  with  this 
hearing  schedule  and  what  you're  trying  to  accomplish.  This  is  a 
serious  issue.  I  just  wanted  to  drop  by  and  say  that  this  is  what  you 
will  see  in  VA's  participation  in  state  health  care  reform  programs. 
You  indicated  that  you  were  somewhat  concerned  that  the  VA  Central 
Office  held  up  the  individual  VA  center  testimony  for  today's  hearing. 
I  have  seen  that  before,  also. 

Chairman  ROCKEFELLER.  I  had  not  and  I  don't  like  it. 

Senator  SIMPSON.  It  was  never  anything  that  I  appreciated,  and  I 
admire  your  courage  in  addressing  the  matter,  because  it  is  wrong 
But  there  is  a  great  heavy  hand  in  VA  Central  Office,  no  matter  who 
is  running  the  shop.  They  desperately  try  to  still  the  voices  of 
innovation.  So  I  admire  what  you're  doing,  and  I  think  it  is  very 
important. 

When  you  give  a  lot  of  veterans  an  option  to  go  down  the  street  for 
their  health  care,  as  Frank  said,  they  are  going  to  go  down  the  street. 
We  better  be  ready  for  that,  especially  when  we  now  see  a  budget 


where  they  are  going  to  build  another  hospital  and  another  nursing 
home  and,  yet,  the  number  of  veterans  will  continue  to  decline.  That 
is  reality.  But  the  symbolism,  the  bureaucracy  of  it,  will  continue 
because  no  one  will  ever  vote  against  the  word  "veteran"  around  here. 
I  have  been  through  all  of  that.  But  at  some  point  in  time,  we  will 
fmd  ourselves  overbuilt,  and  with  a  health  care  system — whatever  it 
is,  a  blend  of  Clinton,  or  Chafee,  or  Cooper,  or  Nickles,  or  Graham,  or 
Durenberger  plans — we'll  get  something  and  when  we  get  it,  VA  may 
be  stung  in  the  process.  It  is  going  to  be  very  interesting  to  hear  what 
we  need  to  do  in  a  realistic  way. 

I  do  admire  what  you  do  or  try  to  do  with  regard  to  this  issue.  But 
when  you  mention  the  word  "veteran,"  just  get  out  of  the  way  before 
the  Congress  tramples  you  in  the  process.  And  that  is  wrong.  I  have 
been  saying  that  for  a  lot  of  years,  probably  will  continue  to  say  it  to 
my  detriment.  They  are  looking  for  me  all  over  the  State.  [Laughter.] 
But  they  give  me  an  award  every  now  and  then,  and  it  is  quite  nice. 
[Laughter.]  I  thank  you,  Mr.  Chairman. 

Chairman  ROCKEFELLER.  This  is  a  serious  hearing,  but,  and 
Senator  Simpson  knows  this — I  will  never  forget.  Senator  Murkowski 
and  Senator  Jeffords  and  Mr.  Moseman,  my  wife  Sharon  and  I  were 
driving  back  from  our  farm  in  West  Virginia  one  night — because  my 
wife  works  for  public  broadcasting,  of  course,  there  is  no  choice  as  to 
what  we  listen  to — and  Senator  Simpson  was  on,  and  he  was  really 
on.  He  was  on  to  the  extent  that  my  wife  and  I  pulled  off  the  road 
onto  the  shoulder,  which  you  do,  you  know,  when  you  have  a  blinding 
snowstorm  of  some  sort,  and  we  did  that  because  we  just  didn't  want 
to  miss  a  single  syllable,  I  think  decibel  might  have  been — [Laughter.] 

Senator  MURKOWSKI.  Is  that  because  you  were  laughing?  [Laugh- 
ter.] 

Chairman  ROCKEFELLER.  No,  no,  no.  I  was  writing  like  crazy. 

I  want  to  point  out  also  that  Malcom  Randall  who  is  here  is  a  very 
key  advisor  to  Senator  Graham,  so  let  the  record  show  that. 

Sir,  we  start  with  you.  Do  you  remember  the  questions  that  I 
asked? 

Dr.  Petzel.  I  think  so,  yes. 

STATEMENT  OF  ROBERT  A.  PETZEL,  M.D.,  CHIEF  OF 
STAFF,  MINNEAPOLIS,  MN,  VA  MEDICAL  CENTER 

Dr.  Petzel.  Mr.  Chairman,  members  of  the  Committee,  good 
afternoon.  My  name  is  Robert  Petzel.  I  am  the  chief  of  staff  at  the 
Minneapolis  VA  Medical  Center.  On  behalf  of  the  veterans  of 
Minnesota,  I  want  to  thank  you  for  the  opportunity  to  speak. 

Minnesota  passed  health  care  reform  legislation  in  1992.  These 
laws  reformed  the  State  medical  care  delivery  system  by  mandating 
universal  coverage,  encouraging  providers  to  collaborate  by  forming 
integrated  service  networks  (ISN's),  requiring  ISN's  to  provide  a 
uniform  benefit  package,  encouraging  employers  to  join  with  one 
another  to  form  health  purchasing  cooperatives,  and  limiting  the 
reimbursement  of  non-ISN  providers  through  an  "all  payer"  State 
system. 

Some  of  the  characteristics  of  this  plan  include  facilitating 
enrollment    of  people    with    severe    medical    conditions    by    using 


community  rating,  providing  primary  care  within  the  lesser  of  30 
minutes  or  30  miles  of  each  constituent  in  the  State,  providing 
primary  care  within  10  miles  of  any  city  with  a  population  greater 
than  2,500,  providing  inpatient  care  within  60  minutes  of  travel,  and 
requiring  ISN's  to  accept  eligible  enrollees  who  may  reside  anywhere 
in  the  State. 

The  program  has  begun.  There  are  90,000  people  enrolled  in  the 
State  of  Minnesota  so  far.  Beginning  in  July,  the  true  ISN's  will  start 
to  be  formed  and  the  universal  coverage  program  will  become 
available  to  all  citizens  of  the  State. 

The  Minneapolis  VA  Medical  Center  is  responding  to  this  by 
developing  a  contractual  primary  care  network  around  the  State  so 
that  we  will  be  able  to  provide  primary  care  within  30  minutes  or  30 
miles  of  any  veteran  living  in  the  State,  again,  doing  primary  care  by 
contract  and  providing  the  secondary  and  tertiary  care  at  our  medical 
center. 

We  are  also  involved  in  the  joint  development  of  a  managed  care 
institute  with  a  large  HM0-t3rpe  health  care  provider  in  the  State 
using  the  VA's  Enhanced  Use  Program.  We  expect  to  develop  an 
institute  for  primary  care  research  and  education  with  this  HMO. 

And  finally,  we're  in  the  midst  of  tremendous  internal  changes  in 
an  attempt  to  cope  with  health  care  reform  in  Minnesota  and  to 
become  a  provider  of  choice  for  those  veterans  who  we  feel  under 
MinnesotaCare  will  have  a  choice. 

The  things  that  we  need  in  order  to  compete  are  (1)  flexibility  in 
terms  of  our  management  prerogatives,  and  (2)  enhanced  contracting 
authority. 

Chairman  ROCKEFELLER.  Wait  a  minute.  I  don't  understand  that. 
With  whom?  Do  you  mean  with  Central  Office? 

Dr.  Petzel.  We  need  to  be  able  to  use  the  resources  that  we  have, 
our  FTEE,  our  money,  in  a  completely  and  totally  flexible  manner. 
We  need  to  have  all  those  things  available  for  whatever  we  think  we 
need  to  use  them  for.  If  we  need  to  take  the  medical  care  appropria- 
tion and  use  it  to  spend  $5  million  contracting  for  primary  care 
around  the  State  of  Minnesota,  we  have  to  have  the  flexibility  to  be 
able  to  do  that. 

Number  two,  we  need  enhanced  contracting  authority.  We  need  to 
have  that  virtually  delegated  down  to  our  medical  centers  so  that  we 
don't  have  to  come  back  to  Central  Office  repeatedly  for  any  contract 
over  $25,000. 

The  third  thing  we  need  are  several  years  of  nonrecurring 
resources.  We  expect  to  be  able  to  do  this  eventually  with  our 
recurring  base.  But  in  the  meantime,  in  order  to  get  this  established, 
we  do  need  nonrecurring  resources.  And  it  would  help  us  considerably 
if  there  were  eligibility  reform.  In  that  manner,  I  mean  the  ability  to 
provide  the  same  level  of  in  and  outpatient  services  to  all  veterans 
who  are  seeking  care  from  us  who  are  in  general  eligible. 

What  will  happen  to  the  veterans  in  the  State  of  Minnesota  under 
MinnesotaCare  is  that  they  will,  in  the  short  term,  have  more  options 
available  to  them,  we  think.  However,  if  we  are  not  allowed  to 
compete,  we  believe  that  eventually  our  patient  base  will  be  eroded, 
and  our  ability  to  deliver  services  to  those  veterans  who  need  it  in  our 
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State  will  thus  eventually  be  eroded  if  we  are  not  allowed  the  freedom 
to  compete. 

Thank  you. 

[The  prepared  statement  of  Dr.  Petzel  appears  on  page  46.] 

Chairman  ROCKEFELLER.  Thank  you,  sir,  very  much. 

We  will  just  go  right  through.  Mr.  Manley. 

STATEMENT  OF  JOSEPH  M.  MANLEY,  ASSOCIATE  DIREC- 
TOR, SEATTLE,  WA,  VA  MEDICAL  CENTER 

Mr.  Manley.  In  1993,  Washington  State  enacted  a  reform  plan 
that  is  very  similar  to  what  has  been  proposed  by  President  Clinton 
for  national  health  care  reform.  The  Washington  State  law  provides 
universal  coverage,  is  a  managed  competition  plan  with  premium  and 
payment  caps,  creates  a  uniform  benefit  package,  provides  subsidies 
for  low  income  enrollees,  and  provides  skilled  nursing  facility,  home 
health,  and  hospice  services. 

A  five-member  commission  is  now  at  work  holding  public  hearings 
and  developing  the  structure  for  the  law  to  function  within  the  State. 
They  have  a  mandate  to  deliver  to  the  legislature  a  complete  product 
by  December  31  of  this  year. 

Beginning  in  February  1995,  the  health  plans  will  be  certified  and 
they  will  begin  enrolling  citizens.  Every  State  resident,  including  all 
veterans,  will  be  required  to  obtain  the  uniform  benefit  package  by 
July  1999.  A  unique  feature  of  the  Washington  approach  is  that  they 
are  starting  the  implementation  with  the  wealthiest,  healthiest,  best 
insured  population  in  order  to  have  the  funding  necessary  to  create 
all  the  administrative  structures  and  delivery  system  within  the  State 
before  they  enroll  other  citizens.  In  time,  the  rest  of  us  will  join  the 
initial  enrollees  in  the  established  plans. 

Speaking  on  behalf  of  the  directors  of  all  the  VA  medical  centers 
in  the  State,  we  feel  we  need  help  in  six  areas.  One  is  increased 
management  fiexibility.  This  includes  the  ability  to  go  out  and 
contract  with  family  doctors  throughout  the  State  so  the  veteran  can 
get  care  near  his  home.  Also,  the  ability  to  do  leasing,  sharing,  joint 
ventures  with  the  public  sector  and  the  private  sector  when  they 
make  sense.  We  have  a  large  military  presence  in  Washington  State 
with  naval.  Air  Force,  and  Army  hospitals.  We  hope  to  join  into  a 
consortium  with  them  so  that  we  deliver  Government  care  in  the 
most  cost-effective  manner.  We  would  need  flexibility  to  advertise  and 
to  hire  consultants  for  expertise  in  actuarial  services,  in  advertising, 
and  in  creating  networks.  In  the  absence  of  local  decision  authority, 
we  need  a  very  quick  approval  process  through  VA  channels. 

We  also  need  adequate  financing.  We  feel  our  clinical  workload 
should  be  financed  and  should  be  based  on  enrollees  so  that  the  more 
people  who  enroll  in  our  plan,  the  more  resources  we  have  to  treat 
them.  We  would  ask  for  the  same  resourcing  kinds  of  constraints  that 
our  competition  is  going  to  operate  under.  We  would,  of  course,  need 
a  separate  appropriation  for  education,  research,  Department  of 
Defense  backup,  and  any  special  Government  subsidies  that  are 
approved  for  veterans. 

We  would  need  to  enroll  family  members.  Studies  show  that 
females  make  85  percent  of  the  health  purchasing  decisions.  They  are 


also  critical  in  the  health  and  welfare  of  the  veterans  since  they  are 
the  caretaker  through  much  of  the  year.  It  makes  sense  that  veteran 
families  have  a  single  family  doctor. 

We  would  like  to  mirror  the  private  sector  in  many  ways  so  that 
VA  is  perceived  as  good  as  or  better  than  what  a  veteran  would  get 
in  the  private  sector.  We  think  that  managed  competition  needs  a 
levelled  playing  field  for  all  players,  and  we  would  accept  the 
challenges  along  with  the  rewards  of  that  system. 

We  feel  we  must  focus  more  on  the  customer.  That  is  much  more 
than  just  delivering  quality  care  in  a  timely  manner;  that  is  having 
the  ability  to  deal  with  restrictions  on  market  surveys  like  the 
Paperwork  Reduction  Act.  The  State  of  Washington  will  require  us  to 
collect  patient  satisfaction  information  and  provide  them  with  details 
of  the  surveys.  They  envision  providing  rankings  of  all  the  health 
plans  because  the  citizens  get  to  choose  from  among  at  least  three 
offered  plans  annually. 

And  lastly,  we  must  meet  the  State's  requirements  to  be  a  certified 
health  plan.  That  means  offering  the  uniform  benefit  package  to  all 
enrollees  at  a  minimum. 

Chairman  ROCKEFELLER.  And  you  have  some  quality  controls?  Any 
quality  oversight? 

Mr.  Manley.  We  have  quality  oversight  now.  The  State  will 
require  additional  ones  and  different  ones  that  we  will  have  to  adjust 
to. 

[The  prepared  statement  of  Mr.  Manley  appears  on  page  47.] 

Senator  MURKOWSKI.  Mr.  Chairman,  just  one  or  two  questions.  Mr. 
Manley,  in  reading  over  your  statement,  you  say,  "It  provides 
subsidies  for  low  income  enrollees."  That  would  be  the  State  that 
would  provide  that  funding? 

Mr.  Manley.  Yes,  Senator.  In  the  Washington  State  approach,  the 
State  will  be  divided  up  into  four  geographic  areas  with  a  health 
insurance  purchasing  cooperative  in  charge  of  each  area.  That 
cooperative  will  collect  premiums  from  employers,  from  citizens,  from 
Medicare/Medicaid,  and  add  State  tax  subsidies. 

Senator  MURKOWSKI.  What  percentage  from  the  employers? 

Mr.  Manley.  The  employer  will  be  required  to  pay  a  minimum  of 
50  percent  of  the  lowest  price  plan.  They  may  pay  up  to  100  percent, 
though. 

Senator  MURKOWSKI.  And  that's  been  adopted,  so  that's  it? 

Mr.  Manley.  Yes,  Senator. 

Senator  MURKOWSKI.  The  President's  plan  is  80  percent  and  yours 
is  50  percent. 

Mr.  Manley.  Yes,  sir. 

Chairman  ROCKEFELLER.  What  we  need  to  do  is  also  get  from  each 
of  you  what  it  is  that  you  need  in  order  to  participate  in  this  pilot 
project — not  just  what  you  need  to  do  to  get  health  care  to  work,  but 
what  you  need  to  get  into  a  pilot  project.  Maybe  both  of  you  would 
just  like  to  add  something  about  that. 

Mr.  Manley.  We  would  need  some  startup  funds,  venture  capital, 
if  you  will,  to  create  the  primary  care  network  near  the  veteran's 
home  and  also  to  create  the  corporate  umbrella  structure  for  our 
separate  areas  to  operate  under. 
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Chairman  ROCKEFELLER.  You  mean  you  need  to  get  that  from  us, 
or  from  your  own  State  legislature? 

Mr.  Manley.  We  would  need  to  get  that  from  the  Government 
somehow. 

Chairman  ROCKEFELLER.  From  this  one? 

Mr.  Manley.  Yes,  sir,  from  the  Federal  Government. 

Chairman  ROCKEFELLER.  Yes.  Dr.  Petzel,  you  said  that  you  don't 
need  money  in  your  State? 

Dr.  Petzel.  We  don't  need  recurring  money.  We  would  like  to  have 
nonrecurring  money — wouldn't  like  to,  we  need  to  have  nonrecurring 
money  over  a  period  of  3,  perhaps  4  years  in  order  to  get  this 
program  started.  But  we  feel  we  can  generate  from  our  recurring  base 
the  money  to  sustain  this  eventually.  We  already  have  the  health 
care  reform  legislation  from  the  State,  so  we  don't  need  anything  from 
the  State;  the  State  has  accommodated  very  nicely  to  the  needs  of  the 
Department  of  Veterans  Affairs. 

Chairman  ROCKEFELLER.  Senator  Daschle  has  come  in.  Do  you 
have  any  questions? 

Senator  DASCHLE.  I  have  no  questions. 

Senator  MURKOWSKI.  I  just  have  one  other  quick  question.  That  50 
percent,  is  that  deductible  to  the  employer  from  the  State  as  well  as 
Federal  Government? 

Mr.  Manley.  I  don't  know  the  answer  to  that.  Senator.  I  can 
provide  that  for  the  record  though. 

Senator  MURKOWSKI.  Yes.  That's  fairly  important. 

[The  information  to  be  provided  appears  on  page  105.] 

Chairman  ROCKEFELLER.  And  you  indicated  that  you  had  a 
mandate,  everybody  participating? 

Mr.  Manley.  That's  correct,  Mr.  Chairman. 

Chairman  ROCKEFELLER.  Dr.  Green. 

STATEMENT  OF  HOWARD  H.  GREEN,  M.D.,  CHIEF  OF 
STAFF,  WHITE  RIVER  JUNCTION,  VT,  VA  MEDICAL  CENTER 

Dr.  Green.  Thank  you,  Mr.  Chairman,  and  members  of  the 
Committee.  I  would  like  to  give  specific  credit  to  Senator  Jeffords  for 
his  strong  support  of  our  role  in  the  Vermont  health  care  plan  as  it 
evolves  and  his  willingness  to  testify  in  front  of  the  State  legislature 
to  that  extent. 

Chairman  ROCKEFELLER.  Senator  Jeffords  did  this? 

Dr.  Green.  Yes,  he  has  agreed  to  do  that. 

Chairman  ROCKEFELLER.  Oh,  that's  great. 

Senator  JEFFORDS.  Thank  you. 

Dr.  Green.  I  must  admit,  sir,  as  I  looked  at  Senator  Jeffords' 
biography,  I  realized  that  he  was  7  days  older  than  I  am,  but  I  am 
catching  up  very  quickly. 

We  are  in  a  very  interesting  status  in  the  State  of  Vermont 
because  we're  in  the  initial  dialogue  in  the  crafting  of  legislation.  Act 
160  of  the  legislature  in  1992  required  the  State  health  care  authority 
to  present  a  plan  to  the  State  legislature  that  would  deal  with  two 
separate  plans — one  a  multipayer  plan  and  the  other  a  single  payer 
plan.  Regardless  of  the  payer  plan,  there  were  some  principles  that 
were  in  the  report  that  seem  to  be  at  least  still  alive  in  the  legislative 
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debate,  although  the  lobbying  is  ferocious.  One  is  the  principle  of 
universal  access;  the  second  is  a  benefit  plan;  the  third  is  purchasing 
alliances  for  health  care;  the  fourth,  although  controversial,  is  30- 
minute  access  to  primary  care  to  the  constituents.  Of  course,  100 
percent  of  the  population  would  be  covered,  and  global  budgets  would 
start  beginning  in  1995.  Those  principles  seem  to  be  the  nub  of  the 
debate,  if  you  will. 

The  medical  center  at  White  River  has  been  actively  involved  in 
this  process  because  our  chief  of  medicine  was  appointed  to  the 
advisory  board  which  has  worked  with  the  health  care  authority.  So 
we  have  had  a  chance  to  educate  the  State  legislators  about  VA  and 
what  it  can  do  for  the  State.  We  have  also  educated  them  on  the  role 
of  benefits  VBA  has  in  the  welfare  of  patients  in  general.  That  cannot 
be  ignored  because  the  data  is  clear  that  health  status  is  related  to 
income.  So  it  is  a  twist  that  they  didn't  understand. 

We  have  an  observation  about  the  process  in  that  most  State 
legislators  are  ignorant  of  VA  programs.  They  really  have  no  idea 
about  the  role  that  VA  plays  in  their  States  in  terms  of  health  care 
for  veterans  or  the  benefits  package. 

As  I  said,  the  dialogue  is  intense.  Our  presence  is  increasingly 
being  recognized  because  we  are  getting  calls  from  legislative 
committees  asking  our  advice  on  things  such  as  long-term  care,  which 
to  us  is  a  good  sign.  But  we  really  don't  know  how  this  legislation  is 
going  to  take  shape.  Because  Vermont  is  a  populist  State,  we  think 
that  they  will  maintain  those  principles  that  I  have  just  voiced,  and 
I  think  if  not  all  of  them  initially,  it  will  evolve  to  that  point. 

In  anticipation  of  that  in  Vermont,  we  have  begun  a  strategy  to 
make  ourselves  salable,  if  you  will.  There  is  no  way  we  can  be  salable 
unless  we  can  put  the  care  where  the  veterans  are.  In  a  rural  State, 
that's  a  real  problem  because  rural  States  are  different  than  the 
urban  States.  There  are  natural  domains  of  primary  care  that  are 
noncompetitive.  If  you  are  seen  as  a  competitor  walking  in,  taking 
away  business  from  the  local  providers,  rather  than  as  a  friend 
providing  revenue,  you  are  put  at  a  disadvantage.  And  as  the  late  Tip 
O'Neill  said,  "All  politics  is  local,"  all  health  care  is  local  in  that 
paradigm.  So  we  have  to  be  seen  as  a  collaborator  rather  than  a 
shark  of  a  competitor.  It  is  the  dialogue  that  will  allow  us  to  do  so. 

I  would  say  to  you  that  there  are  pilots  and  then  there  are  pilots. 
We  do  not  have  the  local  expertise  on  managed  care,  although  we're 
learning  quickly,  to  get  in  this  debate  at  the  level  we  ought  to.  What 
we  need  immediately  at  White  River,  because  we  are  in  the  debate  to 
be  in  a  pilot  program,  is  outside  expertise.  And  if  you  want  to  bring 
it  down  to  money,  money  is  the  issue,  because  we  don't  have  the 
flexibility  in  our  hospital  budgets  to  buy  these  kinds  of  people.  We 
also  have  to  have  knowledgeable  people  helping  us  with  the  legwork 
that  it  takes  to  work  with  the  legislature.  It  is  a  very  complex 
process,  and  you  have  to  stay  on  top  of  it  all  the  time. 

In  the  short  term  and  in  the  long  term,  we  also  are  going  to  need 
certain  authorities  that  are  not  yet  delegated  to  medical  centers.  In 
the  short  term,  I  couldn't  agree  more  with  what  Dr.  Petzel  and  Joe 
Manley  have  said.  We  need  short-term  startup  funds,  nonrecurring 
funds  to  allow  us  to  operate.  We  need  flexibility  in  budget  manage- 
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ment  to  move  funds  between  accounts.  We  have  to  have  the  startup 
capital  that  I  told  you  about.  We  need  changes  in  the  rules  for 
contracting  and  sharing  authority  immediately,  and  I  would  like  to 
give  a  twist  in  a  rural  State  to  that.  As  we  go  through  the  process  of 
downsizing  Government,  yet  at  the  same  time  trying  to  prepare 
ourselves  for  competition  in  this  environment,  rural  States  have  a 
different  problem  than  urban  States,  and  let  me  be  very  specific. 

I  said  it  this  morning  to  some  colleagues.  I  said,  "If  I  put  out  a 
contract  for  certain  services  in  my  area,  I  would  be  lucky  to  have  a 
moose  respond,  because  there  just  aren't  that  many  contractors  giving 
the  services  in  a  rural  State  as  there  are  in  an  urban  setting."  So  we 
need  a  window  of  time  of  relief  to  get  our  act  together;  and  I  think 
that's  the  best  way  I  can  put  it.  We  can't  be  cutting  on  one  end  and 
gearing  up  for  competing  in  the  health  care  arena  on  the  other  end. 
That's  the  truth,  sir,  in  a  rural  environment. 

We  also  are  going  to  have  to  take  a  different  view  of  our  personnel 
policies.  We  have  got  to  be  able  to  hire  the  people  that  we  want 
rapidly.  If  we  are  truly  going  to  be  in  competition,  we  need  that  kind 
of  latitude.  We  are  going  to  have  to  have  a  way  to  find  different 
streams  of  revenue,  whether  it  be  from  the  State  or  a  multipayer 
system,  however  it  comes,  and  have  that  revenue  go  to  us  for  giving 
the  care.  We  are  going  to  have  to  solve  the  problem  of  how  does  a  VA 
hospital  that  is  sitting  on  a  State  border  serving  two-thirds  of  its 
veterans  from  one  State,  one  third  of  its  veterans  from  another  State, 
react  to  the  various  health  care  plans,  and  how  are  we  going  to 
integrate  the  current  veterans  eligibility  rules  into  that.  We  are  gomg 
to  have  to  be  able  to  market.  But  I  would  put  a  word  of  caution  out. 
We  have  some  real  problems  in  the  VA  system  with  clinic  times  and 
this  sort  of  thing,  and  the  biggest  mistake  would  be  to  market  what 
we  can't  deliver.  We  obviously  need  a  system  so  that  our  central 
organ  can  oversee  the  process.  That  means  that  we  need  advanced 
information  systems  to  tell  the  real  facts  on  the  product  lines  that  we 
are  developing.  We  also  have  to  have  a  way  to  find  patient  need.  That 
seems  strange,  but  frankly,  unless  you  know  what  your  customers 
need,  you  can  never  craft  a  plan  to  serve  them.  And  the  ways  that  we 
have  to  go  about  doing  that  now  have  very  heavy  restrictions  on 
approvals  of  questionnaires  and  these  sorts  of  things  that  take  so 
much  time.  You  are  behind  the  power  curve  before  you  start. 

I  appreciate  this  chance  to  mention  some  of  the  things  that  we 
need.  I  will  be  pleased  to  answer  questions  later.  Thank  you. 

[The  prepared  statement  of  Dr.  Green  appears  on  page  49.] 

Chairman  ROCKEFELLER.  Thank  you,  sir. 

Senator  MURKOWSKL  Mr.  Chairman,  if  I  could  just  ask  one 
question  of  Mr.  Manley. 

Chairman  ROCKEFELLER.  Sure. 

Senator  MURKOWSKL  In  the  Washington  State  plan,  you  indicate 
that  you  require  employers  to  pay  50  percent  of  the  lowest  priced 
premium  offered.  If  we  were  to  adopt  the  administration's  plan  which 
requires  80  percent,  where  would  you  be  with  your  plan? 

Mr.  Manley.  Happy. 
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Senator  MURKOWSKI.  Well,  I  know.  But  wouldn't  the  Federal 
conformance  mandate  80  percent,  so  you  would  pick  up  another  30 
percent? 

Mr.  ManleY.  I  would  assume  that  Washington  State  would  have 
to  adjust  its  behavior  to  whatever  is  enacted  nationally.  The  employ- 
ers might  be  less  pleased  with  that  approach. 

Chairman  ROCKEFELLER.  Senator  Murkowski  would  insist  that  I 
say  this,  Mr.  Manley.  Washington  State  has  a  lot  of  rural  parts  and 
mostly  small  businesses.  For  any  business  which  has  75  or  fewer 
employees,  which  is  probably  90  percent  of  your  businesses — if  they 
are  paying,  for  example,  around  the  minimum  wage  or  slightly  above, 
we  have  what  we  call  a  discount,  so  that  those  small  businesses 
would  in  fact  only  pay  3.5  percent  of  payroll  for  the  cost  of  the 
comprehensive  benefit  package.  Then  our  Government  would  make 
up  the  rest,  which  is  what  the  cigarette  tax  and  other  things  are  for. 
So  it  is  not  like  they  would  go  from  50  percent  to  80  percent.  I  don't 
know  if  you  have  any  subsidies,  but  that  is  the  whole  point  of  at  least 
one  of  the  Federal  plans,  to  have  very  substantial  subsidies  aimed 
particularly  at  small  businesses  with  low  wage  workers. 

Mr.  Manley.  Thank  you  for  clarifying  that.  I  understand  the 
question  now.  Washington  State  also  has  a  system  of  subsidies  for  the 
small  employer  and  it  is  financed  by  a  tobacco  and  alcohol  tax  plus  a 
2  percent  tax  on  the  revenues  of  certified  health  plans.  They,  too,  are 
sensitive  to  the  loss  of  jobs  for  the  small  employer. 

Chairman  ROCKEFELLER.  Which  I  will  just  say,  and,  Frank,  you 
can  then  come  back  and  rebut  me  here  because  I  am  taking  advan- 
tage. The  CBO  has  made  its  presence  known  in  the  last  couple  of 
days  around  here.  I  started  something  called  the  Alliance  for  Health 
Reform  about  4  or  5  years  ago,  which  is  a  nonprofit  group;  it  doesn't 
promote  any  plans,  it  promotes  health  care.  Each  of  the  people  who 
testified  before  the  Alliance — we  had  experts  who  are  considered 
conservative,  moderate,  and  liberal — all  said,  as  did  CBO,  that  there 
would  be  really  negligible  job  loss,  as,  of  course,  was  experienced  by 
Hawaii  many  years  ago.  I  don't  think  Hawaii  gave  the  level  of 
subsidies  that  the  President's  plan  is  talking  about. 

Do  you  want  to  say  something,  Frank? 

Senator  MURKOWSKI.  I  just  want  to  compliment  you  on  your 
alertness  in  responding  to  a  concern  that  obviously  we  all  have,  that 
is,  the  subsidies  have  to  come  from  some  place.  They  don't  just  come 
when  the  leaves  come  falling  down  in  the  fall.  [Laughter.]  But  I  think 
the  important  consideration  relative  to  the  position  of  the  employer 
is  the  deductibility  of  that.  If  it  is  50  percent,  is  it  deductible  from 
State  and  Federal  taxes?  I  guess  we  don't  know  at  this  time. 

Chairman  ROCKEFELLER.  The  answer  is,  yes,  except  if  it  is  the 
Cooper  plan,  in  which  case  it  is  not. 

Senator  JEFFORDS.  Depends  on  the  cost  of  the  plan. 

Chairman  ROCKEFELLER.  The  cheapest  plan,  yes. 

Senator  MURKOWSKI.  Mr.  Manley  said  he  didn't  know  about  the 
Washington  State  plan. 

Mr.  Manley.  And  I  will  provide  that  for  the  record. 

Senator  MURKOWSIvI.  Yes.  I  would  assume  that  it  would  have  to  be. 
But  whether  the  State  portion  is  deductible,  that  may  be  something 
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else  again.  But  clearly,  if  it  has  been  approved  by  the  State  of 
Washington  legislative  body,  I  assume  this  matter  has  been  discussed 
at  great  length  and  it  probably  is  deductible.  But  it  certainly  is  a 
factor  from  the  standpoint  of  the  burden  it  puts  on  the  small 
business,  if  it  isn't. 

Senator  JEFFORDS.  Vermont  is  on  a  similar  track  right  now,  50-50. 
Of  course,  it  is  beneficial  if  the  Clinton  plan  comes  in,  because  then 
your  subsidies  from  the  State  go  down  substantially.  The  Federal 
Government  or  the  employers  will  pick  up  a  higher  percentage  of  the 
premium  and,  therefore,  the  State's  cost  in  subsidies  goes  down 
substantially. 

Chairman  ROCKEFELLER.  Mr.  Randall. 

STATEMENT  OF  MALCOM  RANDALL,  DIRECTOR, 
GAINESVILLE,  FL,  VA  MEDICAL  CENTER 

Mr.  Randall.  Mr.  Chairman,  I  am  honored  to  appear  before  this 
distinguished  Committee,  which  I  think  has  done  so  much  for  the 
cause  of  American  veterans  in  this  country.  And  incidentally,  I 
understand  the  concern  that  you  expressed  at  the  beginning  of  this 
meeting  that  there  was  some  implication  that  we  may  have  been 
censored  by  the  agency.  As  far  as  I'm  concerned,  that  isn't  the  case. 
Nobody  has  tried  to  tell  me  what  to  say  or  what  not  to  say.  So  what 
you  hear,  whether  you  like  it  or  not,  are  my  own  convictions. 

First  of  all,  if  I  may  be  so  bold.  Senator,  I  would  like  to  remind  you 
that  West  Virginia  University  and  the  University  of  Florida  held  one 
of  the  debates  over  health  care  reform  in  the  Sugar  Bowl  in  New 
Orleans.  I  am  not  certain  how  the  debate  came  out,  but  I  understand 
Florida  made  41  points,  while  West  Virginia  made  7  points  during  the 
debate. 

Chairman  ROCKEFELLER.  Your  very  obscure,  Confucian  point  has 
been  made,  to  what  effect  I  cannot  imagine.  But  it  certainly  will 
count  against  your  time.  [Laughter.] 

Mr.  Randall.  Florida  was  one  of  the  first  States  that  moved  to  do 
something  about  health  care  reform.  And  VA  was  one  of  the  early 
players.  The  governor  asked  if  the  VA  Distinguished  Physician,  who 
is  based  at  Gainesville,  could  chair  a  working  group  that  would 
conceptualize  a  health  care  reform  plan  for  the  State  of  Florida.  This 
individual  is  Dr.  Lee  Cluff,  who  retired  as  president  of  the  Robert 
Wood  Johnson  Foundation  and  is  recognized,  I  think  internationally, 
as  an  expert  in  health  care  policy.  Dr.  Cluff  did  that,  and  out  of  that 
working  group,  the  legislature  passed  the  current  plan,  which  looks 
an  awful  lot  like  the  President's  plan.  It  puts  in  place  alliances  across 
the  State.  In  the  Florida  plan,  they  are  called  CHPA's,  community 
health  purchasing  alliances.  It  also  establishes  accountable  health 
plans.  The  process  is  very  similar  to  what's  found  in  the  administra- 
tion's plan. 

We  also  were  active  with  the  State  Government.  Once  the  bill  was 
passed,  we  spent  time  working  with  the  new  agency  that  was  created, 
the  Agency  for  Health  Care  Administration,  as  the  plan  was  being 
shaped.  I  involved  the  district  counsel  in  the  process  very  early  in 
working  with  their  staff.  Kathy  Jurado,  who  is  the  Assistant 
Secretary  for  Public  and  Intergovernmental  Affairs  at  VA,  went  with 
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me  to  testify  before  the  Florida  House  and  Senate  committees  on  the 
VA  health  care  programs  and  the  contributions  that  we  were  making 
to  health  care  in  the  State  of  Florida,  not  only  in  terms  of  delivery  of 
health  care,  but  in  terms  of  the  education  and  research  programs  in 
the  State. 

In  my  role  as  lead  director  in  Florida,  I  set  up  a  strategic  planning 
committee  that  has  already  begun  work.  Our  latest  meeting  was  a  2- 
day  working  meeting  in  which  we  are  developing  a  strategic  plan. 
First  of  all,  we  went  through  a  situation  analysis  to  analyze  our 
strengths  and  our  weaknesses,  our  opportunities.  I  might  say  that  the 
staff  director  and  the  minority  staff  director  of  this  Committee 
happened  to  attend  some  of  that  meeting  and  their  presence  was 
appreciated.  It  was  a  successful  meeting.  We  came  out  of  it,  I  think, 
with  some  objectives  and  plans  that  will  enable  us  to  move  forward. 

So  I  am  optimistic.  The  directors  and  chiefs  of  staff  in  the  State  of 
Florida,  after  we  had  gone  through  this  strategic  planning  process, 
our  first  effort — they  believe  that  we're  in  a  position  to  compete 
successfully  in  this  new  health  care  environment.  We  believe  that 
health  care  reform  will  work.  We  think  we  can  compete  successfully. 
We  can  compete  based  on  the  quality  of  our  staff;  we  can  compete 
based  on  overall  hospital  quality,  as  measured  by  the  scores  that  VA 
hospitals  have  made  in  the  last  round  of  inspections  by  the  Joint 
Commission  on  Accreditation  of  Healthcare  Organizations,  where  VA 
hospitals  have  outscored  the  private  sector.  We  can  compete  on  cost; 
we  can  compete  on  our  experience  in  working  with  a  global  budget; 
we  can  compete  because  we  think  that  the  future  is  now,  not 
tomorrow,  and  we  feel  that  we  must  compete  if  we  are  going  to  make 
health  care  reform  work  and  if  we're  going  to  ensure  the  viability  of 
the  VA  system. 

Now,  as  to  the  second  part  of  your  question.  We  need  flexibility. 
This  has  been  mentioned  before.  We  simply  must  have  flexibility  if  we 
are  going  to  be  able  to  move  quickly  enough  to  make  changes  in  this 
new  environment  in  which  we  fmd  ourselves.  We  must  change  the 
Byzantine  eligibility  rules  with  which  VA  has  struggled  for  so  long. 
I  know  that  the  Secretary  of  Veterans  Affairs  has  already  submitted 
a  proposal  to  change  those  rules. 

In  the  words  of  the  real  estate  experts,  there  are  three  factors  to 
consider  when  buying  a  home.  They  are  location,  location,  location.  In 
the  case  of  health  care  reform,  there  are  three  factors  central  to  VA: 
access,  access,  access.  We  can  provide  access;  we've  got  the  mecha- 
nisms to  do  it,  we've  got  the  right  people  who  can  do  it.  Just  as  an 
example,  an  idea  I  picked  up.  I've  been  involved  in  the  NIH's  Health 
Scientists  Exchange  Program  in  Yugoslavia  for  some  years  now. 
Before  that  country  started  coming  apart,  access  to  care  came 
through  health  stations  manned  by  a  nurse  which  were  close  to  the 
homes  of  patients.  Most  people  didn't  go  to  a  hospital  until  they  went 
through  this  very  primary  care  kind  of  health  station.  Well,  in  the 
primary  service  areas  of  many  of  our  hospitals,  we  can  set  up  these 
kinds  of  health  stations  where  many  decisions  can  be  made  without 
sending  a  patient  into  a  hospital.  It  will  mean  closer  access  for  the 
patient,  more  appropriate  treatment  for  the  patient,  less  waiting 
time,  and  it  will  mean  the  patient  is  getting  treatment  at  the  lowest 
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possible  cost  that  is  required.  It  is  going  to  free  up  the  overcrowded 
emergency  rooms  in  our  hospitals.  And  if  we  don't  set  up  our  own, 
then  we  can  contract  with  hospitals  and  clinics  that  are  scattered  all 
over  the  State.  We  do  need  flexibility;  we've  got  to  be  able  to  move. 

We  do  need  upfront  money  so  that  we  can  start  being  bold  and 
start  perhaps  setting  up  some  of  these  health  stations  or  entering 
into  new  contracts. 

Above  all  else,  I  think  we  need  the  freedom  to  fail.  We  have  got  to 
be  bold,  we've  got  to  move,  we've  got  to  not  be  worried  about  are  we 
going  to  violate  some  policy  or  some  regulation.  We  have  got  to  be 
free  to  move. 

[The  prepared  statement  of  Mr.  Randall  appears  on  page  51.] 

Chairman  ROCKEFELLER.  Thank  you,  Mr.  Randall. 

Mr.  Deters. 

STATEMENT  OF  LARRY  E.  DETERS,  DIRECTOR,  NASH- 
VILLE, TN,  VA  MEDICAL  CENTER 

Mr.  Deters.  Thank  you,  Mr.  Chairman,  and  members  of  the 
Committee.  I  represent  the  State  of  Tennessee  here  today.  I  guess 
going  last  in  this  group,  there  is  not  a  lot  new  that  I  can  say,  but 
there  are  a  few  things  about  TennCare  in  the  State  of  Tennessee  that 
I  would  like  to  tell  you  about,  and  then  give  you  my  own  observations 
of  what  we  need. 

On  January  1,  1994,  the  State  of  Tennessee  implemented  the 
TennCare  Demonstration  Project.  It  is  a  4-year  project  to  reform  the 
State  Medicaid  program  and,  at  the  same  time,  to  provide  health  care 
to  medically  indigent  citizens  of  the  State  of  Tennessee.  There  are 
three  groups  of  Tennesseans  included.  The  first  is  the  previous 
Medicaid  group,  which  represents  approximately  1  million  citizens. 
The  second  group  are  citizens  of  Tennessee  who  were  uninsured  in 
1993  and  were  not  eligible  for  Medicaid,  and  there  is  estimated  to  be 
700,000  of  those.  And  finally,  a  much  smaller  group  of  people  who 
were  uninsurable  because  of  preexisting  conditions  or  a  few  other 
minor  reasons. 

Many  veterans,  including  many  of  those  who  have  received  their 
health  care  from  the  four  Department  of  Veterans  Affairs  hospitals 
and  two  outpatient  clinics  in  Tennessee,  are  included  in  these  groups. 
TennCare  may  be  attractive  to  these  veterans  because,  as  has 
previously  been  mentioned,  the  eligibility  regulations  of  VA  allow  the 
State  to  provide  a  more  comprehensive  basic  health  plan  than  we  can 
provide,  particularly  for  nonservice-connected  veterans.  TennCare 
provides  its  beneficiaries  with  preventative  health  services,  doctors' 
visits,  hospital  care,  ambulatory  surgery,  and  prescriptions  within  30 
minutes  of  their  home,  something  that  we  would  have  difficulty  doing 
without  expanding  our  services.  It  also  provides  these  services  for  the 
spouse  and  any  dependent  children. 

It  is  a  capitated,  market-driven,  managed  care  system.  Managed 
care  organizations,  called  MCO's,  compete  with  one  another  to  enroll 
patients  from  these  three  categories.  On  January  1,  the  1  million 
Medicaid  recipients  were  automatically  assigned  to  one  of  the 
managed  care  organizations.  During  the  month  of  January,  they  were 
allowed  to  switch  to  the  plan  of  their  choice.  I  might  say  that  there 
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are  twelve  managed  care  organizations  in  the  State,  ranging  in  size 
from  as  small  as  15,000  enrollees  to  as  large  as  300,000,  which  is 
Blue  Cross/Blue  Shield,  out  of  a  total  enrolled  population  at  this  point 
of  1  million. 

The  State  has  kept  the  total  number  of  non-Medicaid  enrollees  for 
1994  to  300,000,  so  that  a  total  of  1,300,000  citizens  of  the  State 
would  be  covered  by  the  end  of  1994.  It  is  the  State's  hope  that 
additional  resources  may  be  identified  to  allow  that  cap  to  rise  to 
cover  all  700,000  uninsured  Tennesseans  by  the  end  of  the  4-year 
project. 

There  are  521,000  veterans  residing  in  the  State  of  Tennessee. 
Last  year,  VA  collectively  provided  care  for  approximately  14  percent 
or  74,000.  It  is  too  early  to  determine  what  the  impact  of  the 
TennCare  program  is  on  VA  workload;  in  other  words,  how  many 
veterans  crossed  over  from  VA  to  the  TennCare  program,  because  the 
people  we're  most  at  risk  of  losing  are  included  in  the  group  that  is 
being  enrolled  right  now,  that  300,000.  But  we  will  be  able  to  tell 
shortly  what  the  impact  will  be.  There  are  some  scenarios  involving 
the  shifting  that  have  already  occurred.  Obviously  the  larger  the 
number  of  medically  indigent  citizens  of  Tennessee  who  enroll  in 
TennCare,  the  greater  the  opportunity  for  our  veteran  patients  to 
choose  to  leave  VA. 

The  Department  of  Veterans  Affairs'  facilities  in  Tennessee  are 
ready  to  compete.  We  provide  a  very  high  quality  of  medical  care.  We 
have  well-equipped  and  well-staffed  hospitals  and  outpatient  clinics. 
We  have  excellent  relationships  with  our  veterans  organizations, 
other  health  care  providers,  and  our  patients.  We  know  many  of  our 
patients  by  their  first  name.  That  is  not  true  of  these  other  managed 
care  organizations.  We  believe  that  we  can  effectively  compete  with 
the  private  sector  and  provide  the  State  and  Federal  Government 
with  leverage  to  reduce  the  rapidly  rising  costs  of  health  care  in  other 
places  around  country  because  of  our  size,  economies  of  scale,  and  our 
experience  in  running  a  large  organization  of  this  type. 

The  President's  Health  Security  Act  clearly  envisions  the  Depart- 
ment of  Veterans  Affairs  as  a  major  provider  for  veterans  and  their 
families,  and  it  outlines  the  necessary  legislation  in  broad  terms  that 
we  need  to  allow  this  to  happen.  Since  Tennessee  is  moving  in 
advance  of  national  health  reform,  we  are  at  a  disadvantage  in  this 
competitive  market.  Many  of  our  patients  are  being  enrolled  with 
other  managed  care  organizations.  Many  physicians  and  group 
practices  in  more  rural  areas  are  contracting  with  the  other  MCO's 
and  are  filling  up  their  practices.  And  the  thing  that  scares  me  as  the 
person  responsible  in  my  hospital  for  the  direction,  my  competitors 
are  gaining  an  awful  lot  of  experience  during  this  period  through  the 
use  of  consultants  and  through  actually  participating  in  the  plan.  I 
think  as  more  States  enact  their  own  health  reform  legislation  or  the 
longer  it  takes  to  enact  national  health  care  reform,  the  more 
disadvantaged  the  Department  of  Veterans  Affairs  will  be  in  States 
which  have  enacted  such  legislation. 

I  would  concur  with  all  of  my  colleagues  that  flexibility  obviously 
is  what  we  need.  It  is  difficult  to  spell  out  one  formula  for  all  of  us 
because,  as  you  have  heard,  each  State  is  a  little  bit  different.  So 
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when  we  talk  about  flexibility,  I  think  we're  talking  about  the  ability 
in  each  State  where  we  plan  to  compete  to  be  able  to  be  a  full 
competitor,  a  full  player.  If  eligibility  reform  is  required,  and  I  think 
it  is  in  virtually  every  State,  then  that  is  what  we  need  to  address. 
And  I  think  what  we  offer  in  each  State  will  be  different.  Talking 
about  State  health  care  reform,  we  will  match  the  primary  benefits 
certainly.  What  we  offer  additionally  as  incentives,  for  example,  if 
we're  allowed  to  enroll  higher  income  veterans  in  our  plans,  will  be 
different  in  every  State.  We  also  have  those  unique  situations  of 
living  on  the  border.  I  have  Memphis  in  my  State,  which  provides 
services  in  five  different  States.  So  we  have  quite  a  few  problems  to 
work  out  in  terms  of  the  legalities  of  signing  contracts  with  other 
managed  care  organizations.  How  do  we  deal  with  different  States, 
what  do  we  do  with  a  veteran  who  comes  to  us  for  care  from  out  of 
State  and  is  covered  under  a  different  plan  if  that  State  has  enacted 
health  care  reform?  We  need  contracting  authority,  as  you've  heard, 
the  ability  to  do  it  more  rapidly,  and  that's  certainly  true.  We  need 
the  ability  to  market  the  excellent  services  that  we  provide.  One  of 
the  reasons  we  have  had  a  bad  rap,  in  my  opinion,  is  that  we  never 
get  to  talk  about  what  we  do  positively.  I  realize  it  is  the  taxpayers' 
dollars,  but  I  believe  if  we  can  be  an  effective  force  in  health  care  in 
this  country,  we  can  help  provide  leverage  to  you  to  keep  the  cost  of 
health  care  down,  because  other  systems  will  have  to  match  what 
we're  able  to  do. 

One  of  the  things  I  did  not  hear  mentioned  here  is  we  need 
cooperation  between  the  Department  of  Veterans  Affairs,  between 
Health  and  Human  Services,  and  obviously  with  State  Governments 
in  order  to  pull  this  off.  We  are  working  in  the  State  of  Tennessee 
with  our  State  Government.  We  were  not  able  to  get  involved  until 
very  late  in  the  game,  but  I  think  we  had  a  very  significant  impact 
along  with  the  folks  from  Washington.  One  example  of  this:  December 
14  was  our  first  meeting  with  State  officials,  and  that  was  the 
earliest  we  could  get  a  meeting  with  them.  After  that  meeting,  a 
letter  was  written  to  HCFA  [Health  Care  Financing  Administration] 
stating  that  veterans  who  had  received  care  in  a  VA  hospital  during 
1993  would  be  exempted  from  the  TennCare  program.  Although  that 
would  have  been  helpful  to  me,  it  would  have  helped  me  keep  my 
patients,  we  felt  it  was  grossly  unfair  to  veterans,  and,  as  having 
responsibility  for  veterans'  health  care  in  Tennessee,  we  notified 
Washington.  The  Secretary  moved  quickly  to  talk  to  Health  and 
Human  Services,  which,  in  turn,  went  back  to  the  State,  and  on  the 
very  same  day  they  reversed  that  decision,  so  that  all  veterans  who 
are  otherwise  eligible  for  TennCare  will  not  be  denied  that  care 
because  they  are  veterans.  And  we  were  pleased  with  that. 

Chairman  ROCKEFELLER.  Are  you  about  finished? 

Mr.  Deters.  Yes,  sir.  One  more  thing,  startup  funds.  I  agree, 
certainly. 

I  appreciate  the  opportunity  to  appear  before  you  today. 

[The  prepared  statement  of  Mr.  Deters  appears  on  page  53.] 

Chairman  ROCKEFELLER.  You  have  all  used  the  word  "flexibility," 
and  that  is  one  of  those  broad  words.  I  am  sitting  here,  Jim,  trying 
to  think  what  does  that  mean. 


19 

Senator  JEFFORDS.  Same  here. 

Chairman  ROCKEFELLER.  Each  of  you,  remember,  were  given  1  or 
2  minutes.  We've  now  been  here  about  an  hour,  and  I  took  up  about 
half  an  hour  of  that,  so  I  plead  guilty;  but  we  are  running  out  of  time. 
So  let's  just  really  focus.  What  do  you  mean  by  "flexibility"? 

Senator  JEFFORDS.  If  I  could  add  one  other  part  to  that,  the  panel 
could  answer  all  at  the  same  time.  Dr.  Green  talked  about  special  aid 
or  assistance  and  expertise  to  help  them  out.  I  would  like  to  know 
what  they  would  need. 

Chairman  ROCKEFELLER.  Besides  money. 

Senator  JEFFORDS.  Right. 

Chairman  ROCKEFELLER.  Which  I  don't  think  is  very  likely,  do  you, 
from  the  Federal  Government? 

Senator  JEFFORDS.  I  heard  they  were  broke,  but  I'm  not  sure. 

Dr.  Petzel.  The  combination  of  a  ceiling  and  a  budget  are 
currently  inflexible.  If  we've  got  a  budget,  let  us  spend  the  budget  in 
any  way,  shape,  or  form  we  feel  is  necessary  to  meet  the  needs  of  the 
veterans  in  our  State.  That's  what  I  mean  by  "flexibility." 

Chairman  ROCKEFELLER.  And  that's  from  your  perspective.  One  of 
you  mentioned  an  inspector  general  and  one  of  my  questions,  Jim,  on 
this  whole  question  of  flexibility  is,  are  you  precluded  from  taking 
bold  steps  and  doing  things  because  of  the  inspector  general  at  the 
Federal  level? 

Dr.  Petzel.  I  don't  know  who  mentioned  that,  but,  for  us,  it  is  not 
the  inspector  general;  it  is  just  the  general  morass  of  rules  and 
regulations,  which  people  are  working  hard  to  change,  I  don't  mean 
to  imply  that  they  are  not.  I  think  these  changes  will  come.  It  is  just 
that  in  Minnesota,  we  need  them  right  now. 

Chairman  ROCKEFELLER.  And  what — ? 

Dr.  Petzel.  The  most  important  thing  from  my  perspective  is  if 
we've  got  a  budget,  let  us  spend  that  budget  in  any  way,  shape,  or 
form  we  deem  necessary.  If  we  need  to  hire  100  people  to  get  started 
doing  this,  then  we  want  to  be  able  to  hire  100  people.  If  we  need  to 
spend  $5  million  contracting  for  services  in  rural  Minnesota  in  order 
to  meet  the  primary  care  objectives  of  MinnesotaCare,  then  let  us  do 
that. 

Chairman  ROCKEFELLER.  And  what  stops  you  now? 

Dr.  Petzel.  Any  contract  over  $25,000  has  to  come  into  Central 
Office  and  it  takes  6  months  probably  to  get  it  approved. 

Chairman  ROCKEFELLER.  You're  kidding.  So  you  are  saying  that 
under  routine  circumstances  that's  one  thing,  but  if  you're  trying  to 
move  forward  quickly,  that  really  hurts  you. 

Dr.  Petzel.  It  would  be  very  difficult  for  us;  that's  correct. 

Chairman  ROCKEFELLER.  And  what  is  your  average  when  you  need 
to  do  something? 

Dr.  Petzel.  In  terms  of  how  long  does  it  take  in  Central  Office? 

Chairman  ROCKEFELLER.  No,  no.  How  much  money  you  need.  The 
$25,000,  that's  a  hassle  to  you.  You  have  got  to  be  able  to  spend, 
what,  up  to  $1  million  or  $100,000,  or  what? 

Dr.  Petzel.  Oh.  We  want  to  be  able  to  spend  a  total  of  between  $5 
and  $10  million  on  contracting  for  primary  care. 
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Chairman  ROCKEFELLER.  And  Central  Office  has  said  you  cannot 
do  it,  or  they  have  just  said  you  have  to  send  it  to  us? 

Dr.  Petzel.  No.  We  haven't  even  asked.  The  contracting  regula- 
tions make  it  very  difficult  for  us  to  do  that. 

Chairman  ROCKEFELLER.  Have  you  taken  them  on  about  this? 

Dr.  Petzel.  We  are  having  discussions  about  how  to  accomplish  it, 
yes. 

Chairman  ROCKEFELLER.  Others,  please. 

Mr.  Randall.  This  is  what  I  was  talking  about  when  I  said  that 
we  needed  the  freedom  to  fail.  I  wasn't  talking  about  the  hospital 
needed  the  freedom  to  fail,  because  obviously  we  won't  fail,  we  can't 
fail.  But  directors  and  chiefs  of  staff  need  a  mindset  on  the  part  of 
everybody  that's  looking  over  our  shoulder — and  we  have  more 
oversight  probably  than  any  organization  known  to  man — everybody 
that  is  looking  over  our  shoulder  has  got  to  have  the  mindset  to  let 
these  people  move,  turn  them  loose,  let  them  be  bold;  let  them  be 
innovative  and  let's  not  worry  so  much  about  breaking  regulations 
and  things  of  this  kind.  We  have  to  be  concerned  about  breaking  the 
law,  of  course,  because  obviously  we  can't  do  that.  But  anything  that 
isn't  based  on  law  that  is  constricting  us,  we  ought  to  be  free  to  try 
innovative  things  that  we  haven't  thought  of  doing  before,  without 
having  somebody  6  months  later  come  around  and  nail  you  because 
you  did  it. 

Chairman  ROCKEFELLER.  Let's  just  make  this  an  eight-way 
discussion.  Give  me  an  example  of  something  you  did  and  then  they 
came  back  6  months  later  and  said  that  you  shouldn't  have  done  it, 
which  then  deters  you  from  being  ambitious  to  do  things  in  the 
future.  Give  me  an  example. 

Mr.  Randall.  This  is  a  mundane  example,  but  we  had  a  piece  of 
high  tech  medical  equipment  and  we  could  have  sent  one  of  our  own 
people  to  the  company  for  training  so  that  they  could  completely 
maintain  this  equipment.  But  we  needed  travel  money  to  send  that 
individual.  We  didn't  have  the  travel  money;  we  went  in  through  the 
chain  of  command  to  try  to  get  travel  money.  We  had  operating 
money  that  could  have  been  transferred  to  travel  money,  but  they  are 
two  separate  accounts  and  could  not  be  interchanged.  So  as  a  result, 
we  couldn't  send  the  man  to  the  company  and  we  continued  to  pay  for 
contract  maintenance  that  we  didn't  need  to  pay  for. 

But  any  Federal  agency  is  rife  with  these  kinds  of  regulations  that 
build  up  over  a  few  years.  All  I  am  saying  is  that  this  is  a  new  day, 
this  is  a  different  time,  and  we  have  got  to  try  new  and  innovative 
approaches  and  not  be  afraid  that  some  of  our  initiatives  will  fail. 

Senator  JEFFORDS.  As  far  as  eligibility  to  furnish  care,  I  am  a  little 
confused.  We  have  very  strict  restrictions  now.  If  you  are  going  to 
have  essentially  a  third-party  payer  arrangement  here,  do  you  need 
flexibility  in  your  eligibility? 

Mr.  Randall.  Yes,  sir,  we  need  that  badly;  we  need  that  badly  so 
we  don't  have  to  worry  about  the  man  who  is  service  connected  for  a 
leg  condition  and  yet  they  find  out  he  has  serious  coronary  problems; 
he's  not  service  connected  for  that,  and  he  is  less  than  50  percent 
service  connected.  We  can't  treat  him  for  the  coronary  problems  under 
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our  current  Byzantine  regulations.  So  we  have  got  to  get  those 
straightened  out. 

Chairman  ROCKEFELLER.  Are  you  all  frustrated  by  this?  I  have  a 
daughter  who  has  started  working  at  the  Department  of  Education 
here  in  Washington.  After  3  months,  she  has  concluded  that  it  is  just 
a  gigantic  bureaucratic  morass.  I  believe  her.  So  we  keep  hearing  this 
and  we  never  do  anything,  do  we.  And  because  they  know  we're  not 
going  to  do  anything,  these  agencies  just  keep  going. 

Are  you  all  adamant  on  this?  I  mean,  is  VA  a  bureaucracy  that 
stifles  your  creativity  and  your  ability  to  do  what  you  want  to  do?  Is 
it  a  basic  impediment  to  your  instinct  to  try  something  because  you 
just  know  they  are  going  to  come  back  at  you  and  skewer  you,  or 
what? 

Mr.  Randall.  I  am  not  just  talking  about  VA,  I'm  talking  about 
the  General  Accounting  Office,  I'm  talking  about  the  Congress,  I'm 
talking  about  investigating  committees  from  the  Congress  that  could 
come  around  and  second-guess  us,  I'm  talking  about  the  inspector 
general — I'm  talking  about  all  these  facets  of  Government. 

Chairman  ROCKEFELLER.  Give  me  an  example  from  the  Congress. 
Any  of  you.  Come  on,  you're  under  oath.  [Laughter.] 

Mr.  Randall.  Well,  for  example.  Congress  puts  the  restriction  on 
VA  that  we  can't  use  operating  money  for  employee  travel.  Congress 
constantly  lays  ceilings,  floors,  fences  around  the  money  that  we 
have,  so  that  it  really  handicaps  our  ability  to  function.  I  know  that 
all  of  these  things  that  the  Congress  does  are  well  intentioned.  In 
many  cases,  they  are  trying  to  ensure  that  VA  receives  the  money 
appropriated.  But  on  a  cumulative  basis,  they  begin  to  add  up  to  a 
heavy  weight  that  you  have  to  deal  with. 

Chairman  ROCKEFELLER.  Do  you  all  agree  with  that? 

[General  consent.] 

Chairman  ROCPCEFELLER.  Do  you  know  what  would  be  very  helpful 
to  me,  and,  Jim,  if  you  want  to  add  on  to  this — if  you  would  just 
provide  some  examples  in  writing.  I  will  give  you  my  home  address, 
if  you  want  it,  or  Jim's.  [Laughter.] 

In  other  words,  just  give  us  examples  of  the  Congress,  of  VA,  of 
GAG,  whatever  it  is,  where  you  are  precluded  from  doing  what  in 
your  judgement  you  need  to  do.  You're  out  there  pretty  much  by 
yourself,  and  then  you've  got  this  book  staring  you  in  the  face  saying 
you  can't  do  it  or  whatever.  You  have  got  two  Senators  here  who 
would  like  to  try  and  do  something  about  that. 

Senator  JEFFORDS.  Especially  if  we're  going  to  design  a  pilot 
program  here,  we  have  got  to  make  sure  we  provide  you  with  all  the 
tools  necessary  in  order  to  make  those  programs  work.  The  worse 
thing  that  could  happen  is  if  you  become  part  of  a  pilot  project  and 
then  you're  so  restricted,  and  we're  not  aware  that  you  can't  do  it, 
and  it  fails.  That  would  be  a  devastating  impact  upon  the  future  of 
VA  in  a  national  program. 

Mr.  Randall.  Senator,  you  just  reminded  me  of  an  example  I 
couldn't  think  of  when  Senator  Rockefeller  was  asking.  In  contracting, 
there  are  so  many  rules  and  guidelines  to  protect  the  Federal 
Government,  I  know,  and  Howard's  point  that  if  he  were  trying  to 
contract  following  regular  contracting  specifications  for  a  physician. 
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a  moose  is  liable  to  be  the  only  one  that  would  show  up.  I  asked  him 
if  that  is  how  he  got  his  job,  is  that  they  contracted  him.  [Laughter.] 

Dr.  Petzel.  I  wanted  to  make  one  point  about  the  contracting. 
Much  of  the  difficulties  we  have  are  in  law;  they  are  not  a  matter  of 
agency  rule  and  regulations,  they  are  a  matter  of  law.  That  is  why 
the  pilot  program  is  so  important  to  us.  That  will  allow  changes  in 
the  law  or  exemptions  from  the  law  so  that  we  can  get  on  with  our 
business. 

Mr.  Manley.  And  in  defense  of  VA,  they  are  working  very  hard. 
They  have  made  a  concerted  effort  over  the  last  few  months  with 
workgroups  to  figure  out  what  internal  hindrances  there  are,  and 
they  are  trying  to  change  those  internal  policies  so  that  we're  not 
doing  it  to  ourselves.  A  good  example,  Mr.  Chairman,  is  if  I  wanted 
to  lease  a  2,000-square  foot  office  space-type  structure  in  order  to  put 
a  doctor  and  a  nurse  in  a  rural  environment,  that  lease  would  take 
over  a  year  to  be  approved.  To  build  something  takes  about  5  years. 
But  as  I  said,  VA  is  working  to  change  what  they  can  internally.  I 
think  they  will  be  requesting  from  the  Congress  those  things  that 
they  can't  change  by  themselves. 

Mr.  Deters.  I  wanted  to  add,  some  of  the  "reinvent  Government" 
initiatives  are  underway  now  that  would  allow  us,  if  we  badly  need 
a  physical  therapist  in  a  community,  to  be  able  to  establish  the  pay 
for  that  individual.  That  would  allow  us  to  hire  them,  rather  than 
having  to  come  in  and  seek  special  exceptions  to  current  pay 
standards.  But  that  is  all  under  review  now.  I  think  we  will  achieve 
some  success  here.  But  again,  that  is  flexibility. 

Obviously,  in  a  competitive  market,  you  see  what  is  happening  out 
there  and  you  react  to  it  and  you  try  to  react  better  than  your 
competitors  and  sometimes  you  have  to  be  faster.  We  are  not  in  a 
position  where  we  can  run  as  fast  as  most  of  our  competitors.  That  is 
such  a  concern  to  us  that  I  am  afraid  we  might  not  even  try  to  make 
the  battle,  because  we're  afraid  that  we  won't  have  the  freedom  to 
compete  and  we  don't  want  to  do  anything  poorly,  particularly  health 
care  for  veterans. 

Mr.  Randall.  I  think  Mr.  Manley  has  a  point.  I  think  since  the 
health  care  reform  debate  started,  VA  has  really  been  making  an 
effort  to  streamline  and  to  make  things  easier  for  us.  But  they  have 
laws  that  govern  them  and  that  tie  the  hands  of  VA  in  moving. 

Dr.  Green.  Senator  Jeffords,  I  would  like  to  address  the  expertise 
issue.  And  realizing  that  the  Federal  Government  is  broke,  so  is  the 
VA  hospital  at  White  River  Junction. 

Senator  JEFFORDS.  Right. 

Dr.  Green.  In  some  way  the  system  has  to  come  up  with  a  method, 
if  you  will,  call  it  a  SWAT  team,  that  will  take  a  hospital  that's  in  the 
dialogue  with  the  State  legislature  and  bring  to  that  hospital  from  its 
own  resources  the  management  expertise  to  advise  us.  We  have  had 
real  help  in  the  Vermont  health  care  dialogue  from  Ms.  Pat  O'Neil, 
who  is  sitting  in  the  background  there,  who  did  come  and  testify  to 
the  legislature.  But  we  really  do  need  people  and  experts  that  know 
what's  going  on  in  managed  health  care,  on  how  to  do  risk  assess- 
ments, on  how  to  deal  with  a  capitated  population.  Because  the 
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population  that  we  currently  serve  cannot  be  capitated  at  the  same 
rates  as  a  population  that  mixes  sick  with  well. 

In  short,  the  HMO's  have  made  their  money  by  skimming  the 
population,  and  we  aren't  in  that  position.  The  Vermont  Hospital 
Association  has  basically  told  us  up  front,  we  don't  want  the  patients 
you  are  currently  serving  because  they  are  very  high  cost  patients. 
They  are  not  going  to  fight  us  over  that  issue.  But  the  minute  we  get 
into  the  business  of  marketing  to  the  spouses,  to  the  well-heeled 
veteran  population,  they  immediately  have  a  different  story.  So  we've 
got  to  have  the  expertise  to  analyze  the  population  needs  so  that  we 
get  a  fair  capitation  for  those  that  we're  going  to  serve.  If  we  can 
distribute  the  population  between  the  well  and  the  ill,  then  it  may  be 
that  a  capitated  amount,  a  universal  capitation  adjusted  to  that 
population  would  work,  and  actually  that's  included  in  some  of  the 
plans  in  Vermont.  As  you  know,  they  are  very  sensitive  to  the 
capitation  issue.  But  we've  got  to  have  that  expertise  available  to  us 
and  we  don't  have  it  locally.  And  that's  the  truth. 

Chairman  ROCKEFELLER.  How  many  of  you  think  that  you  can 
have  universal  health  coverage,  with  every  single  person  in  your 
State  being  covered  by  the  year  2000,  if  the  Federal  Government  does 
not  require  that  to  take  place,  you  simply  proceed  to  do  it  on  your 
own  as  States? 

Dr.  Petzel.  It  is  the  stated  goal  in  Minnesota  to  do  that.  I  believe 
that  they  will  accomplish  it. 

Chairman  ROCKEFELLER.  You  think  you  can  do  it  without  the 
Federal  Government? 

Dr.  Petzel.  Yes,  I  do. 

Mr.  Deters.  It  is  the  State  of  Tennessee's  goal  also,  but  I  have 
certain  reservations  myself  about  whether  enough  dollars  exist.  I 
think  we  will  know  by  the  end  of  the  year. 

Mr.  Manley.  The  commitment  is  there  in  Washington  State.  The 
health  care  community  is  behind  it,  as  well  as  the  business  commu- 
nity. I  think  managed  competition  is  still  a  theory,  and  it  is  hard  to 
know  whether  it  will  actually  work  when  it  is  put  in  place.  But  I 
think  if  anybody  can  do  it,  the  folks  out  there  can. 

Dr.  Green.  In  Vermont,  my  estimate  is  that  it  is  possible.  I  think 
the  financing  issue  is  a  big  thing  in  Vermont.  It  is  based  on  a  series 
of  taxes  and  employer  contributions.  It  is  a  populist  State,  and  if  any 
State  in  the  Union  has  a  chance  of  getting  there,  I  think  Vermont  is 
a  good  candidate  for  that. 

Chairman  ROCKEFELLER.  I  think  I  would  agree  with  that. 

Mr.  Randall.  And  I  think  Florida  has  a  commitment,  if  any  State 
does.  On  the  other  hand,  someone  said  that  health  care  is  local,  and 
I  think  which  special  interest  groups  are  the  strongest  in  the  different 
States  will  determine  the  outcome  of  the  health  care,  unless  there  is 
some  kind  of  standard  that  sets  the  standard  for  all  States. 

Senator  JEFFORDS.  Let  me  ask  you  a  question  now  and  how  you 
would  envision  it  under  a  pilot  project.  What  happens  to  third-party 
pay  money  now?  Where  does  that  go? 

Dr.  Green.  You  mean  that  we  collect? 

Senator  JEFFORDS.  That  you  collect. 
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Dr.  Green.  That  is  collected  by  the  so-called  Medical  Care  Cost 
Recovery  program  operation  within  VA,  and  that  goes  back  at  some 
point  to  the  Federal  Treasury  after  expenses  are  taken  off. 

Senator  JEFFORDS.  My  point  is,  if  you  are  in  a  pilot  project  and  you 
get  rather  large  sums  of  third-party  payer  money  from  the  State, 
capitation  payment,  whatever  else — we  have  got  to  provide  something 
to  make  sure  that  it  stays  with  you  in  order  to  be  utilized  in  your 
budgets,  right? 

Dr.  Green.  I  think  you  have  to  distinguish.  Senator  Jeffords, 
between — and  I  may  be  stepping  out  of  my  bounds — a  primarily 
eligible  population  of  veterans,  meaning  service-connected  and  poor 
veterans,  and  what  is  collected  in  the  Medical  Care  Cost  Recovery 
Program  now  for  that  group,  versus  a  population  of  veterans  who  can 
use  the  system  if  they  bring  external  money  in.  Clearly,  we  can't 
serve  them  with  appropriated  funds.  So,  therefore,  obviously  we 
would  have  to  keep  the  money  that  came  from  whatever  paying 
alliance,  whether  it  be  a  State  or  multiple  payers  or  whatever,  in 
order  to  serve  them,  because  our  budgets  would  preclude  us  doing  so. 

Chairman  ROCKEFELLER.  Final  question  from  me.  Under  the  law 
the  way  it  is,  VA  medical  facilities  provide  inpatient  medical  care  to 
veterans  with  any  service-connected  disability,  even  a  zero  percent 
disability.  However,  only  veterans  with  a  50  percent  or  greater 
disability  rating  have  access  to  comprehensive  outpatient  care.  How 
many  patients  do  you  serve  every  year  who  are  less  than  50-percent 
disabled  and  would  therefore  qualify  for  more  outpatient  care  under 
health  care  reform  than  they  currently  receive? 

Dr.  Petzel.  I'll  start.  It  is  a  little  bit  misleading,  in  that  we're 
mandated  to  do  that;  we  are  allowed  to  do  more  if  we  have  the 
resources  available  to  do  it.  In  Minneapolis,  we  do  take  care,  in  the 
outpatient  arena,  of  veterans  who  are  less  than  50-percent  service 
connected.  But  we  have  discharged  a  number  of  high  income,  what  we 
call  Category  A  veterans,  and  that  amounts  to  about  5,000  people 
that  we  think  with  eligibility  reform  might  be  eligible  for  a  more 
comprehensive  outpatient  program  than  we're  now  offering  them. 

Mr.  Manley.  We  also  try  to  provide  that  full  outpatient  care  to 
those  veterans  who  can  get  to  our  hospital.  It  is  not  unusual  in 
Washington  State  for  our  patients  to  come  up  to  300  miles  for  an 
outpatient  visit.  The  difference  under  universal  coverage  is  that  we 
would  have  to  take  that  care  to  them  so  that  they  are  not  travelling 
more  than  15  or  30  minutes  from  their  home  to  get  it.  The  veteran 
population  is  about  646,000  people  in  the  State.  So  the  bigger 
question  is,  how  many  of  those  would  elect  us  if  the  care  were 
available  at  the  same  level  that  the  private  plans  provide.  I  have  no 
idea  how  many  of  them  might  do  that,  sir. 

Dr.  Green.  Senator,  we  have  a  similar  situation  as  Dr.  Petzel.  We 
do  not  deny  veterans  below  50-percent  service  connection  outpatient 
care.  We  consider  them  primarily  eligible  veterans.  We  do  limit  care 
to  that  broad  group  of  veterans  that  fits  within  Category  A  by  income, 
and  we  do  not  have  very  many  people  that  we  serve  above  the  income 
limit  specified  by  the  regulations. 

Mr.  Randall.  On  the  outpatient  side,  90  percent  of  our  patients 
are  in  the  mandatory  category,  and  of  that  90  percent,  62  percent  are 
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service  connected.  On  the  inpatient  side,  98  percent  of  our  discharges 
are  in  the  mandatory  category,  and  of  that  number,  47  percent  are 
service  connected. 

Mr.  Deters.  On  the  inpatient  side,  it  is  82  percent  are  mandatory, 
that  is  category  A  or  service  connected.  On  the  outpatient  side,  it  is 
98  percent  are  mandatory.  So  we  are  doing  what  you  said  on  the 
outpatient.  You  asked  about  those  who  are  50-percent  or  more  service 
connected.  I  am  using  my  own  hospital's  figures  rather  than  the 
statewide  figures,  but  it  is  17.4  percent  are  50-  to  100-percent  service 
connected,  23.5  percent  are  0-  to  40-percent  service  connected.  That 
figure  is  sHghtly  higher  on  the  0-  to  40-percent  for  outpatient;  over  50 
percent  of  the  people  are  service  connected  on  the  outpatient. 

Chairman  ROCKEFELLER.  OK.  You  have  all  been  very  helpful,  and 
I  appreciate  that.  You  have  come  long  distances,  and  I  appreciate 
that.  Mr.  Manley  and  Mr.  Randall,  you  have  come  a  particularly  long 
way  and  I  appreciate  it  a  lot,  as  does  Senator  Jeffords.  Thank  you 
very  much. 

Chairman  ROCKEFELLER.  Our  second  panel  consists  of  officials 
from  the  Department  of  Veterans  Affairs.  We  have  Dr.  El  wood 
Headley,  who  is  the  Director  of  the  VA  National  Health  Care  Reform 
Office,  accompanied  by  the  general  counsel,  Ms.  Mary  Lou  Keener, 
and  Ms.  Karen  Walters  and  Ms.  Pat  O'Neil,  also  from  the  Program 
Office.  Your  testimony  will  be  submitted  and  included  in  the  hearing 
record.  But  given  our  time  constraints,  I  would  like  to  proceed  with 
our  questions.  As  you  know,  we  are  receiving  sworn  testimony  today. 
Please  raise  your  right  hand. 

Do  you  swear  that  the  testimony  that  you  give  will  be  the  truth, 
the  whole  truth,  and  nothing  but  the  truth? 

Dr.  Headley.  I  do. 

Chairman  ROCKEFELLER.  Let  the  record  reflect  the  question  was 
affirmatively  answered. 

First,  I  would  like.  Dr.  Headley,  for  you  to  tell  me  specifically  what 
impediments  exist  in  current  law  that  would  prevent  VA  from 
participating  in  health  care  reform  in  the  States.  Please  be  as  specific 
as  you  can. 

STATEMENT  OF  ELWOOD  HEADLEY,  M.D.,  ACTING  DEPUTY 
UNDER  SECRETARY  FOR  HEALTH,  AND  DIRECTOR, 
NATIONAL  HEALTH  CARE  REFORM  OFFICE,  DEPARTMENT 
OF  VETERANS  AFFAIRS,  ACCOMPANIED  BY  MARY  LOU 
KEENER,  GENERAL  COUNSEL;  KAREN  WALTERS,  DEPUTY 
PROJECT  MANAGER  AND  DIRECTOR  FOR  POLICY  AND 
LEGISLATION;  AND  PATRICIA  O'NEIL,  SPECIAL  ASSISTANT 
TO  THE  ASSISTANT  SECRETARY  FOR  POLICY  AND  PLAN- 
NING 

Dr.  Headley.  Yes,  sir.  Before  I  begin,  I  would  like  to  just  say  that 
I  was  distressed  by  your  initial  remarks  regarding  the  late  arrival  of 
testimony.  I  am  not  aware  of,  nor  do  I  believe  that  it  was  related  to, 
attempts  to  censor  testimony  here  today.  I  will  take  this  message 
back.  I  am  sorry  about  this.  We  will  work  to  see  that  it  doesn't 
happen  in  the  future.  We  need  to  have  a  collaborative  relationship 
based  on  trust. 
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I  think  there  are  a  number  of  things  that  impede  our  abihty  to 
effectively  compete  in  the  States.  We  have  been  looking  at  these  and 
working  with  the  States  since  October,  1993,  when  Secretary  Brown 
started  the  National  Health  Care  Reform  Office  with  the  States' 
initiative  as  a  part  of  that  office. 

In  working  with  the  States,  one  of  the  first  impediments  that  we 
faced  was  a  lack  of  knowledge  on  the  part  of  the  State  legislatures 
and  a  lack  of  input  into  the  process  from  VA  staff  in  the  States.  This 
was  one  of  the  first  things  that  we  identified  and  we  began  a  process 
to  work  with  the  leadership  of  VA  in  the  States  and  to  encourage 
them  to  participate  with  the  State  legislatures  in  the  development  of 
health  care  reform.  We  provided  them  information  about  dealing  with 
the  States.  Ms.  Pat  O'Neil  and  Ms.  Kathy  Jurado,  the  Assistant 
Secretary  for  Public  and  Intergovernmental  Affairs,  have  visited  with 
many  of  the  States  who  are  very  active  in  health  care  reform,  to  work 
on  this  process.  One  of  the  first  things  that  we  identified  and  worked 
on  was  getting  us  involved  with  the  States  so  that  the  unique 
contributions  that  VA  has  to  offer  in  the  States  would  be  appreciated 
and  so  that  we  would  have  an  attempt,  before  legislation  was 
formulated,  to  have  some  input. 

Chairman  ROCKEFELLER.  Dr.  Headley,  what  I  asked  you  was  what 
impediments  exist  in  Federal  law. 

Dr.  Headley.  There  are  several,  and  they  have  been  identified 
here  today.  These  are  the  same  impediments  that  we  are  recommend- 
ing in  the  pilot  legislation  which  will  be  submitted  to  Congress  in  the 
very  near  future.  First  is  difficulty  with  eligibility.  We  need  to  be  able 
to  deliver  care  across  the  board  to  people  for  whom  we  care.  We  need 
to  be  able  to  deliver  the  comprehensive  benefits  package.  In  our 
current  eligibility  structure,  we  are  unable  to  do  this.  This  is 
addressed  in  H.R.  3600,  President  Clinton's  Health  Security  Act 
proposal.  It  also  will  be  addressed  in  our  proposed  legislation  for 
pilots. 

Another  thing  that  has  been  identified  here  today  and  which  exists 
in  law,  although  it  is  very  complex  to  ferret  it  out,  is  lack  of  flexibility 
on  the  part  of  local  managers  in  terms  of  personnel  issues,  and  in 
terms  of  contracting,  which  also  has  been  identified  here  today.  The 
ability  for  local  facilities  to  enter  into  contracts  and  to  deal  in 
different  ways  with  personnel  issues  are  major  impediments  to  our 
ability  to  function. 

Chairman  ROCKEFELLER.  Can  you  afford  to  do  eligibility  reform 
without  more  money  from  the  Congress? 

Dr.  Headley.  That's  a  very  difficult  question.  It  depends  on  how 
it  is  approached,  whether  or  not  it  includes  families  and  dependents. 
We  probably  could  not  in  some  States.  It  depends  on  the  packages  in 
the  States.  I  think  that  we  would  have  to  analyze  these,  but  in 
general,  I  think  that  there  probably  would  be  some  need  for  addi- 
tional funding  for  the  pilots. 

Chairman  ROCKEFELLER.  For  awhile  now,  VA  has  lacked  the 
funding  needed  to  buy  medical  equipment  and  build  or  renovate 
medical  facilities.  In  the  proposed  VA  budget  for  fiscal  year  1995, 
there  is  a  substantial  cut  in  funding  for  capital  improvements.  Does 
that  have  an  effect  on  your  being  able  to  compete? 
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Dr.  Headley.  Once  again,  this  is  a  very  difficult  question  to 
address  in  its  entirety.  It  is  not  at  all  clear  under  health  care  reform 
exactly  what  we  will  need  in  terms  of  capital  outlay.  It  is  anticipated 
that  as  we  go  about  health  care  reform,  we  will  be  engaging  in  more 
building,  renovation,  or  contracting  out  decisions.  And  we  may  be 
doing  less  building,  we  may  be  doing  more  sharing,  we  may  be  doing 
more  contracting  for  services  and  less  capital  construction. 

Chairman  ROCKEFELLER.  The  first  panel  expressed,  I  think,  some 
sense  of  urgency  about  the  need  for  VA  to  conduct  a  pilot  study  in 
their  several  States.  The  quickest  way  to  do  this  would  be  to  pass 
legislation  that  gives  the  Secretary  broad  authority.  If  you  can,  I 
would  like  to  have  you  give  us  several  concrete  examples  of  how  much 
of  that  authority  the  Secretary  would  be  willing  to  transfer  to  the  VA 
officials  in  the  States  involved  if  given  broad  discretion  by  us.  For 
example,  would  VA  Central  Office  (a)  be  willing  to  give  each  State 
facility  autonomy  to  enter  into  contracts  for  services  that  would  not 
be  reviewed  by  Central  Office,  and  (b)  be  willing  to  give  local  VA 
managers  the  autonomy  to  determine  how  to  implement  some  kind 
of  eligibility  reform  in  their  State,  or  would  that  issue  be  determined 
by  Central  Office? 

Dr.  Headley.  Once  again,  I  would  hesitate  to  speak  for  the 
Secretary.  I  think  that  we  are  trying  at  the  present  time  to  develop 
ways  to  allow  these  things  to  be  done  at  a  local  level,  to  decentralize 
many  of  these  decisions.  I  would  find  it  difficult  to  deal  with  this  in 
a  very  specific  way  at  this  point  in  time. 

I  might  ask  Mary  Lou  Keener  if  she  would  like  to  comment  on  the 
contracting. 

Chairman  ROCKEFELLER.  Before  she  does  that,  you  said  that  you 
are  doing  a  variety  of  things  to  try  to  decentralize.  What  did  you 
mean  by  that? 

Dr.  Headley.  Well,  in  terms  of  planning  for  health  care  reform,  we 
have  been  considering  ways  to  decentralize  the  way  that  we  organize 
and  run  facilities.  It  is  premature  to  talk  about  some  of  these  things. 
I  am  sure  that  you've  heard  of  VSA's  [Veterans  Service  Areas]  and 
the  concept  of  decentralizing  control  to  some  degree  more  peripher- 
ally, and  I  think  that  legislation  regarding  this  will  be  requested  in 
the  near  future.  But  in  terms  of  planning,  we  have  been  looking  at 
ways  to  decentralize  control  to  the  local  level.  The  pilot  that  we  are 
proposing  is  one  way  to  do  this  on  a  limited  basis. 

Chairman  ROCKEFELLER.  You're  thinking  out  loud  there,  but  you 
haven't  given  me  concrete  examples  of  what  you  are  doing  to 
decentralize. 

Dr.  Headley.  I  am  unable  to  do  that  at  this  point  in  time.  I  don't 
really — 

Chairman  ROCKEFELLER.  Just  think  out  loud  for  me  then — you 
don't  have  to  speak  for  the  Secretary;  well,  yes,  you  always  speak  for 
the  Secretary,  but  everybody  takes  risks.  What  would  you  allow  the 
State  to  do,  what  would  you  not  allow  the  State  to  do  in  a  world  if 
you  could  construct  it  right  now  within  the  next  3  minutes? 

Dr.  Headley.  I  think  that  one  of  the  things  that  we  have  been 
talking  about,  and  this  is  certainly  not  in  a  proposal  form  at  this 


28 

point  in  time,  is  to  decentralize  contracting  authority  to  a  more  local 
level. 

Chairman  ROCKEFELLER.  Does  that  mean  the  amount  would  go 
way  up,  or  that  they  would  just  generally  do  it,  or  what? 

Dr.  Headley.  That  they  would  just  generally  do  it.  That  we  would 
attempt,  philosophically  attempt,  to  decentralize  these  decisions  to 
the  level  at  which  the  decisions  had  to  be  made.  There  would  be 
standards  set  and  then  local  stations  would  be  allowed  implementa- 
tion. 

Chairman  ROCKEFELLER.  So  that  in  a  sense,  the  $25,000  limit 
which  they  all  referred  to  strikes  you  as  maybe  not  useful. 

Dr.  Headley.  To  the  best  of  my  knowledge,  that  is  regulation  that 
is  based  in  law. 

Chairman  ROCKEFELLER.  By  us. 

Dr.  Headley.  To  the  best  of  my  knowledge,  yes.  And  it  is  not 
helpful  and  is  an  arbitrary  limit.  I  think  that  we  need  to  allow  people 
the  flexibility  to  do  what  they  have  to  do. 

Chairman  ROCKEFELLER.  Point  well  taken. 

Mary  Lou  Keener. 

Ms.  Keener.  Mr.  Chairman,  I  might  just  add  that,  as  you  know, 
Dr.  Headley  has  been  heading  up  the  Health  Care  Reform  Office  at 
VA  for  several  months  now.  The  cluster  groups  have  been  meeting 
and  the  working  groups  have  concluded  their  meetings  and  discus- 
sions. The  Program  Office  is  now  in  the  process  of  putting  together 
those  recommendations  to  bring  them  to  the  Board  of  Directors  who 
will  then  look  at  them  and  take  them  to  the  Secretary.  Part  of  those 
recommendations,  as  I  understand,  that  will  be  coming  to  the  Board 
are  intrinsically  involved  with  the  concept  of  empowerment,  meaning 
that  everyone  in  the  Department  seems  to  be  of  the  same  mind  that 
it  is  extremely  important  that  the  field  and  the  individual  medical 
centers  have  the  power  and  authority  to  do  the  things  you  heard 
them  talk  about  today. 

We  are  looking  at  that  on  two  levels.  The  cluster  groups  and  the 
Project  Office  will  be  bringing  their  recommendations  to  the  Board 
from  which  will  evolve  the  VA  plan  for  health  care  reform.  At  the 
same  time,  we  will  be  making  legislative  efforts  to  empower  and 
assist  the  people  in  the  medical  centers  in  obtaining  the  authority 
that  they  are  telling  us  they  need  to  have. 

So,  in  response  to  your  first  question,  what  kinds  of  statutory  relief 
do  we  need,  we  will  need  the  kind  of  authority  that  is  encompassed 
in  the  President's  health  care  reform  bill,  and  which  will  also  be 
spelled  out  in  detail  in  our  State  health  care  legislative  package.  We 
need  the  legislation  over  here  to  relieve  those  statutory  constraints 
that  these  folks  have  to  operate  under.  And  then,  from  an  internal 
departmental  policy  perspective,  we  will  have  the  health  care  reform 
plan  that  the  Board  and  the  Secretary  will  be  looking  at  in  about  3 
weeks. 

Chairman  ROCKEFELLER.  In  the  fiscal  year  1995  budget,  the 
President  proposes  a  cut  of  3,700  VA  health  care  employees.  This 
would  be  hurtful  for  a  medical  system  that  is  trying  to  gear  up  for 
health  care  reform.  I  am  not  sure  that  you  can  answer  this,  but  I'll 
just  ask  it.  Have  you  thought  about  what  you  do  about  that? 
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Dr.  Headley.  Yes.  There  are  several  ways  m  which  we  have  been 
thinking  about  this.  First  is  to  decrease  the  percentage  of  personnel 
cut  from  patient  care  activities  and  to  focus  cuts  in  nonpatient  care 
activity  areas,  although  I  don't  think  that  will  answer  the  entire 
issue.  The  other  has  to  do  with  contracting.  We  don't  really  know  at 
this  point  in  time  how  many  people  we  will  need  on  our  payroll  in  the 
next  2,  3,  5  years.  As  Dr.  Green  pointed  out,  I  think  it  would  be 
relatively  impossible  for  us  to  hire  in  Vermont,  or  in  many  markets, 
people  in  VA  who  will  deliver  care  to  our  patients.  On  the  other  hand, 
I  think  it  will  be  possible  for  us  to  contract  out  to  buy  that  care  from 
other  providers  in  the  communities. 

I  think  that  as  VA  goes  into  health  care  reform,  like  other  health 
care  providers  entering  health  care  reform,  there  will  be  massive 
needs  to  combine,  to  enter  into  sharing  agreements,  and  to  consoli- 
date laboratories  and  other  diagnostic  testing  facilities,  to  consolidate 
care  facilities,  and  I  think  that  the  impact  that  this  will  have  on  our 
need  for  personnel,  for  FTEE,  is  unknown  at  this  point  in  time.  So  it 
is  very  difficult  to  say. 

Chairman  ROCKEFELLER.  Ms.  Keener  said  this  week  that  VA  has 
authority  to  contract  out  services. 

Ms.  Keener.  Yes,  sir,  I  did  say  that.  That  comment  was  specifi- 
cally in  reference  to  the  FTEE  cut  contained  in  the  President's 
budget.  Our  interpretation  of  the  statute  [38  U.S.C.  8110(c)]  indicates 
that  if  we  are  required  to  make  the  FTEE  cuts  that  are  currently  in 
the  budget  and  to  operate  in  1995  on  the  resources  in  that  budget,  it 
will  be  necessary  in  some  cases  to  do  so  with  fewer  people.  If  we  have 
to  do  with  fewer  people,  then  there  may  be  some  services — both  direct 
patient  care  and  nonpatient  care  services — which  we  will  not  be  able 
to  provide  because  of  this  required  cut  in  the  budget.  Should  that 
occur,  we  would  have  the  authority,  under  38  U.S.C.  513  or  7409,  to 
allow  the  Secretary  to  go  ahead  and  contract  for  those  services.  That's 
the  rationale  for  our  opinion  on  that  particular  issue. 

Also,  Mr.  Chairman,  if  I  might  just  add  something  that  I  think  is 
important  here.  You  talked  about  funding.  I  think  it  is  important  to 
recognize  that  in  the  President's  health  care  reform  bill,  if  and  when 
that  passes,  we  have  been  given  $3.3  billion  that  will  aid  us  in 
startup  costs.  In  the  interim,  regarding  the  State  health  care 
legislation,  we  were  notified  yesterday  afternoon  by  the  administra- 
tion that  the  administration  is  going  to  work  with  us  to  provide  some 
funding  mechanism  for  the  State  pilot  projects.  We  anticipate  that 
legislation  with  some  specific  funding  pieces  in  it  will  be  ready  in  2 
to  3  weeks. 

Chairman  ROCKEFELLER.  So  that  might  be  good  news  then  for  the 
States. 

Ms.  Keener.  Yes,  sir,  that  is  very  good  news,  because  we  were  not 
aware  of  any  commitment  by  the  administration  to  fund  the  State 
health  care  legislation  projects.  So  we  were  delighted  to  find  that  out 
yesterday  afternoon. 

Chairman  ROCKEFELLER.  Good.  How  do  you  decide  which  States 
you  want  to  include  in  a  pilot  study? 

Dr.  Headley.  We  have  not  made  that  decision  yet.  The  way  we 
plan  to  go  about  it  is  that  we  have  identified  the  States  that  are 
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particularly  active  in  terms  of  health  care  reform  legislation,  and  we 
have  been  working  with  the  directors  in  these  States.  We  have  asked 
them  to  start  thmking  about  the  implications  of  the  health  care 
reform  that  their  State  is  working  on  or  has  passed  relative  to  VA.  As 
soon  as  we  get  health  care  pilot  legislation,  we  will  go  out  with 
requests  for  proposals  to  the  most  active  States  and  make  the 
selection  based  on  the  response  to  those  requests  for  proposals. 

Chairman  RocivEFELLER.  Some  States  are  active  or  geared  up,  and 
some  States  aren't  that  way,  but  a  pilot  project  could  still  be  useful. 

Dr.  Headley.  Absolutely.  And  we  would  consider  them  as  well.  We 
will  go  out  with  a  request  for  proposal  to  all  States. 

Chairman  ROCKEFELLER.  OK.  Is  there  anything  more  that  you 
want  to  say,  Dr.  Headley? 

Dr.  Headley.  No. 

Chairman  ROCKEFELLER.  OK.  I  thank  you  very  much. 

Dr.  Headley.  Thank  you. 

Ms.  Keener.  Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Dr.  Headley  appears  on  page  54.] 

Chairman  ROCKEFELLER.  Our  third  and  final  panel  will  provide  a 
broad  overview  of  the  potential  impact  of  State  health  care  reform  on 
VA  health  services.  Jolin  Bollinger  is  the  Deputy  Executive  Director 
of  the  Paralyzed  Veterans  of  America.  PVA  has  done  a  very  impres- 
sive analysis  of  State  reform  activities,  and  we  are  very  fortunate  to 
have  him  here  today  with  us.  Also  here  today  is  Dr.  Tom  Garthwaite, 
who  is  getting  to  be  fairly  familiar  here.  Dr.  Garthwaite,  I  am 
grateful  that  you're  able  to  testify  today  on  behalf  of  the  National 
Association  of  VA  Chiefs  of  Staff.  I  would  also  like  to  thank  both  of 
you  for  the  timely  submission  of  your  testimony.  Now  I  have  to  put 
you  under  oath  too.  I  am  most  displeased  by  this  whole  process,  but 
we  will  do  it. 

Do  you  swear  to  tell  the  truth,  the  whole  truth,  and  nothing  but 
the  truth? 

Mr.  BOLLINGER.  I  do. 

Dr.  Garthwaite.  I  do. 

Chairman  ROCKEFELLER.  Good.  Have  the  record  show  that  both 
answered  in  the  affirmative. 

We  are  asking  you,  perhaps  unkindly,  to  limit  your  testimony  to  5 
minutes.  John,  why  don't  we  start  with  you? 

STATEMENT  OF  JOHN  BOLLE^GER,  DEPUTY  EXECUTIVE 
DIRECTOR,  PARALYZED  VETERANS  OF  AMERICA 

Mr.  Bollinger.  Thank  you,  Mr.  Chairman.  I  will  attempt  to  be 
brief.  First  of  all,  thank  you  for  inviting  PVA  to  testify  today.  As  Mr. 
Randall  said  earlier  this  afternoon,  the  future  really  is  now  for  the 
VA  medical  centers  that  are  located  in  the  States  that  are  implement- 
ing health  care  reform  or  that  are  considering  health  care  reform  in 
their  States. 

Before  I  begin,  let  me  emphasize  how  very  deeply  PVA  is  concerned 
about  the  issues  before  us  today.  VA's  ability  to  provide  quality 
health  care  programs  and  services  is  something  that  literally  affects 
every  one  of  our  members  every  day  of  their  lives.  From  wheelchairs 
to  other  prosthetic  services,  these  are  things  that  we  have  come  to 
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rely  on  and  we  need  to  know  that  VA  is  there  and  we  count  on  VA 
every  day  of  our  hves. 

Several  years  ago,  PVA  began  a  project  called  Strategy  2000  which 
addressed  the  issue  of  VA's  role  in  national  health  care  reform.  We 
realized  at  the  time  that  many  States  would  try  to  tackle  the  growing 
national  health  care  crisis  by  moving  ahead  with  their  own  versions 
of  reform.  As  a  result  of  our  concern  as  to  what  would  happen  in  each 
State,  we  established  a  State  health  care  reform  project  to  monitor 
State  reform  activity  in  all  fifty  States.  Much  of  the  information  we've 
gathered  has  been  sent  to  you,  including  this  January  1994  document 
entitled  "State  Health  Care  Reform  Efforts." 

One  of  the  most  glaring  and  consistent  themes  that  has  run 
throughout  this  study  so  far  has  been  that  States,  for  the  most  part, 
have  ignored  VA  as  they  consider  health  care  reform. 

Chairman  ROCKEFELLER.  That  is  really  true,  isn't  it. 

Mr.  Bollinger.  It  is,  sadly.  And  for  a  variety  of  reasons,  including 
confusion  over  eligibility  rules.  States  are  considering  plans  that 
would  seriously  jeopardize  VA's  role,  either  by  enticing  large  numbers 
of  veterans  out  of  VA  into  State  programs  where  they  would  receive 
enhanced  benefits,  or  by  precluding  veterans  from  the  State  system 
on  the  false  assumption  that  all  veterans  receive  all  the  care  they 
need  through  VA.  We  believe  we  must  begin  at  the  very  least  with  an 
enhanced  awareness  of  the  contribution  VA  makes  to  every 
State — taking  care  of  the  medically  indigent,  providing  training 
resources  for  health  manpower,  sharing  agreements  and  affiliations 
with  universities,  and  much  more. 

Mr.  Chairman,  I  was  prepared  to  talk  to  you  about  all  the  things 
that  I  think  Congress  could  do  to  help  the  States  with  these  pilot 
programs,  but  I  think  it  was  pretty  well  covered  by  the  gentlemen 
from  the  State  VA  medical  centers.  So  I  won't  go  over  that  whole  list. 
But  let  me  say  that  I  think  flexibility  is  very  important  and  I  think 
I  agree  with  the  definition  of  flexibility  that  we  heard  today.  Obvi- 
ously, comprehensive  health  care  is  absolutely  necessary,  entitlement 
reform,  and  we  have  been  saying  that  for  a  number  of  years.  VA 
needs  to  establish  community-based  outreach  clinics.  And  they  need 
to  be  able  to  provide  service  for  family  members;  we  feel  very  strongly 
on  that.  These  are  the  things  that  we  believe  the  Congress  needs  to 
do  to  make  this  work. 

We  have  also  identified  a  number  of  areas  of  concern  in  the  process 
of  designing  pilot  programs  for  VA's  interaction  in  the  States.  First, 
we  are  very  concerned  that  as  VA  facilities  get  the  authority  to  offer 
the  basic  benefit  package,  they  will  be  enticed  to  shrink  that  package 
to  the  lowest  common  denominator  with  the  States  in  order  to 
compete.  As  a  result  of  the  drive  for  cost  containment  and  fewer 
appropriated  dollars,  it  will  be  very  tempting  for  VA  to  abandon  those 
very  services  that  they  do  so  very  well  now,  like  spinal  cord  injury 
care,  blind  rehab,  and  several  other  health  care  services.  This  would 
be  a  tragedy  for  veterans  who  look  to  VA  to  receive  this  unique  care. 

Next,  determining  how  eligibility  for  benefit  packages  within  the 
pilot  program  service  areas  also  needs  to  be  addressed.  Just  briefly 
in  summary,  we  would  suggest  that  eligibility  be  established  based 
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on  traditional  service  areas,  as  opposed  to  geographic  or  State 
boundaries. 

Finally,  if  pilot  programs  are  established  in  the  States,  where  will 
the  funding  come  from  for  these  projects.  In  preliminary  discussions, 
we  have  heard  a  call  for  VA  to  utilize  funds  in  the  medical  care  or 
construction  accounts.  Mr.  Chairman,  on  Monday  we  learned  that  the 
administration  has  recommended  only  a  $500  million  increase  for 
fiscal  year  1995  for  VA's  medical  care  account.  This  increase,  in 
addition  to  the  reduction  in  FTEEs,  if  accepted  by  Congress  will,  I 
believe,  devastate  VA's  ability  to  provide  quality  health  care  as  we're 
talking  about  today.  In  past  years,  the  administration  has  given  VA 
billion  dollar  appropriations  for  their  health  care  account,  just  to  keep 
their  heads  above  water. 

I  must  tell  you  that  I  get  a  little  nervous  when  I  think  about  the 
message  that  this  conveys  to  us  when  we  sit  here  and  talk  about 
quality  care  that  the  States  will  be  able  to  provide  in  these  pilot 
projects.  Quite  frankly,  I  just  don't  think  it  is  going  to  be  able  to  work 
unless  they  get  all  these  things  we  talked  about  today,  plus  the  funds 
to  carry  it  out.  For  that  reason,  we  would  urge  you  to  provide 
separate  appropriations  in  the  nature  of  a  grant  program  that  we 
have  discussed  in  the  Independent  Budget  that  we  will  be  providing 
you  in  the  very  near  future. 

If  VA  is  able  to  successfully  compete  with  States  which  have 
implemented  health  care  reform  before  the  national  health  care 
reform  package  is  enacted,  I  think  VA  will  have  taken  a  giant  step 
toward  ensuring  its  viability  in  the  future.  We  hope  that  it  is  given 
a  serious  chance  to  do  that.  Thank  you. 

[The  prepared  statement  of  Mr.  Bollinger  appears  on  page  58.] 

Chairman  ROCKEFELLER.  John,  let  me  just  share  a  thought  with 
you.  The  FTEE  and  the  funding  that  you  are  talking  about  is  a  direct 
consequence,  of  course,  of  the  so-called  Deficit  Reduction  Act  package, 
which  the  people  of  Ajnerica  and  the  people  of  this  city,  pundits,  et 
cetera,  said  that  we  would  never  be  able  to  do.  I  think  President 
Clinton,  to  his  great  credit,  bit  that  bullet,  and  I  think  Congress,  to 
its  whatever  credit,  also  bit  that  bullet,  and  now  we  are  in  the  process 
of  the  cuts.  So  that's  number  one;  this  was  sort  of  a  central  core  of 
how  do  you  help  make  America  stronger  for  the  longer  run.  I  think 
we  all  know  the  difference  between  what  you  get  in  the  short  term  as 
opposed  to  what  that  does  in  the  long  term. 

But  what  I  really  want  to  mention — and  it's  something  that  I 
haven't  done  a  very  good  job  on  because  we've  been  out  on  recess  and 
everything.  I  can  do  it  here  safely  because  none  of  my  colleagues  are 
here,  and  many  of  them  disagree  with  me  on  this,  which  is  startling 
to  me.  What  really  concerns  me  is  the  so-called  balanced  budget 
amendment  which  comes  up  for  a  vote  on  February  22,  as  soon  as  we 
get  back  from  our  recess.  If  that  bill  goes  through — and  there  are 
many  on  both  sides  of  the  aisle  in  this  Committee  who  are  currently 
for  that — you  can  forget  health  care  reform;  you  can  forget  it.  You  can 
have  health  care  reform  to  a  greater  extent,  I  think,  in  this  country, 
or  you  can  have  a  balanced  budget  by  1999,  but  you  surely  cannot 
have  both.  That  is  not  a  speech  directed  to  you,  John,  because  you 
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know  that  better  than  I  do,  but  since  I  am  unattended  by  my 
colleagues,  I  have  the  freedom  of  the  pulpit  here. 

I  hope  that  the  veterans  service  organizations  are  on  to  this.  The 
recess  is  going  to  be  very,  very  important.  And  on  the  House  side,  as 
you  know,  this  passed  overwhelmingly  last  year  or  the  year  before. 
There  are  Senators  who  are  for  this  who  are  for  it  because  they  have 
said  that  they  were  for  it  in  past  years  and  never  thought  it  would 
actually  come  to  pass.  You  know  what  I  mean,  one  of  those  things 
where  you  can  sort  of  tell  your  local  Rotary  Club  that  oh,  yes,  I'm  for 
a  balanced  budget  amendment,  but  you  know  in  the  back  of  your 
head  it  will  never  happen.  Well  it  is  going  to  happen  unless  we  beat 
it. 

Now  this  is  outright  political  propaganda  here  on  my  part,  but  I 
feel  very  strongly  about  it,  because  you  can  take  the  VA  health  care 
system  and  forget  that,  you  can  take  national  health  reform  and 
forget  that,  you  can  take  the  integration  between  the  two,  you  can 
take  the  entire  thing — 

Mr.  Bollinger.  Somehow  I  think  I  better  answer  this  question  the 
right  way.  [Laughter.] 

Chairman  ROCKEFELLER.  You  don't  have  to  answer  it  because  I 
know  the  way  you  feel.  But  it  is  extraordinary  to  me  that  before 
Christmas,  there  were  61  Senators  who  were  flat  out  committed  to 
passing  a  balanced  budget  amendment  and  6  who  were  leaning 
heavily  yes.  That  is  67  and  that  is  all  it  takes.  The  President  doesn't 
have  anything  to  do  with  this,  he  could  be  for  it  or  against  it,  it 
doesn't  make  any  difference.  He  doesn't  touch  it.  It  goes  right  from 
the  Congress  to  the  States.  I  guess  it  would  take  the  States  about  a 
month  for  the  34  or  37  of  them,  whatever  it  is  required,  to  pass  it. 

You  talk  about  veterans'  health  care  devastation,  that  is  it.  This  is 
kind  of  a  stealth  thing.  Paul  Simon,  who  is  leading  this  charge— he's 
a  Democrat,  feels  the  country  can't  survive  without  it.  Fortunately, 
he  allowed  George  Mitchell  to  postpone  the  vote  until  February  22, 
rather  than  having  it  before  the  Christmas  break.  If  he  had  called  for 
it  then,  I  think  it  would  have  passed.  It's  the  most  devastating  piece 
of  legislation  I've  ever  seen. 

So  you  don't  have  to  say  a  thing,  John. 

Mr.  Bollinger.  Well,  if  the  administration  and  the  Congress  are 
serious  about  preserving  VA,  and  we  are  told  that  they  are,  without 
the  equipment  backlog  being  taken  care  of,  without  the  funding  that 
the  States  are  going  to  need  to  compete  in  State  health  care  reform, 
and  without  additional  funds  for  direct  patient  care,  VA  is  not  only 
going  to  shrink,  it  is  going  to  collapse.  In  good  circumstances,  with  a 
generous  benefit  package  on  the  part  of  national  health  care  reform, 
with  little  or  no  copayments,  with  the  appropriations  that  we  have 
been  accustomed  to,  with  the  perception  of  VA  hospitals,  and  with  the 
convenience  of  VA  hospitals,  all  these  factors  enter  into  it;  and  even 
if  those  things  are  handled  well,  there  are  still  going  to  be  a  number 
of  veterans  that  are  going  to  leave  the  VA  system  primarily  because 
of  convenience  and  probably  because  of  perception. 

The  VA  system  is  going  to  shrink,  but  it  has  got  to  become  lean 
and  mean.  What  we  want  to  be  sure  to  prevent  is  that  it  doesn't 
disappear  all  together.  We  need  the  spinal  cord  injury  centers  that 
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are  out  there,  we  need  a  strong  tertiary  health  care  system  to  support 
that,  and  we  think  that  can  be  done  if  we  get  a  true  commitment 
from  the  administration  and  the  Congress. 

Chairman  ROCKEFELLER.  Are  you  going  to  be  out  there  working  in 
the  recess  against  this  balanced  budget  amendment? 

Mr.  Bollinger.  We'll  do  that. 

Chairman  ROCKEFELLER.  I  didn't  mean  to  pick  on  you,  John,  but 
it  is  something  that  has  been  bothering  me.  It  is  kind  of  a  stealth 
thing  that  just  moves  along,  and  the  day  gets  closer  and  closer,  and 
then  all  of  a  sudden  it  is  just  a  few  days  away. 

Thank  you. 

Dr.  Garthwaite,  I  apologize  to  you  for  this  delay,  sir.  I  would  be 
happy  to  hear  from  you. 

STATEMENT  OF  THOMAS  L.  GARTHWAITE,  M.D.,  CHIEF  OF 
STAFF,  CLEMENT  J.  ZABLOCKI  VA  MEDICAL  CENTER, 
MILWAUKEE,  WI,  ON  BEHALF  OF  THE  NATIONAL  ASSOCIA- 
TION OF  VA  CHIEFS  OF  STAFF 

Dr.  Garthwaite.  Mr.  Chairman,  I  would  like  to  thank  you  for  this 
opportunity  to  take  the  risk  of  testifying  today.  [Laughter.]  I  won't 
insult  you  by  reading  my  written  testimony  or  oral  testimony  since 
I  don't  think  there  is  anything  in  there,  save  one  point  that  I'll  make 
in  a  moment,  that  is  different  from  what  others  on  the  first  panel 
have  said. 

I  do  think  it  is  important  that  the  pilot  projects  be  granted  to  any 
State  with  legislative  changes.  It  would  be  very  hard  to  go  into 
negotiations  with  a  State  about  health  care  reform  and  the  role  of 
your  medical  center  if  you  had  no  assurance  that  you  would  be  able 
to  perform  once  the  legislation  went  through.  So  to  limit  pilots  to  a 
few  States  would  cut  off  all  the  others  from  negotiating,  and  I  think 
that  would  be  a  mistake. 

Vice  President  Gore  has  instituted  a  "reinvention  of  Government" 
campaign,  and  the  Milwaukee  VA  medical  center  has  been  fortunate 
enough  to  have  been  selected  as  a  reinvention  laboratory.  I  can't  tell 
you  how  positive  and  how  invigorating  that  has  been  for  our  medical 
center  and  for  our  staff.  The  main  message  is  that  they  are  willing  to 
listen  and  to  change  centrally.  So  that  we  now  have  the  confidence  to 
look  for  the  barriers  in  our  own  minds  to  reinventing  our  hospital.  I 
think  that  is  a  real  exciting  part. 

Another  part  of  the  Vice  President's  package  that  I've  seen  recently 
was  his  opportunity  to  present  his  "Top  10  list"  on  the  David 
Letterman  show.  You  asked  a  previous  panel  to  give  examples  of 
needed  flexibility.  I  have  ten  specific  things  where  congressional  or 
VA  Central  Office  flexibility  would  be  important. 

One  of  the  areas  has  been  in  eligibility.  We  can  remove  veterans' 
cataracts  on  an  inpatient  basis  for  Category  A  veterans  who  are  not 
service  connected  for  their  eye  disease,  and  we  can  provide  the 
glasses  they  need  postoperatively.  It  costs  us  about  $3,500  to  do  that. 
Alternatively,  we  can  do  the  surgery  on  an  outpatient  basis  and 
provide  the  glasses  for  less  than  $1,000.  The  law  only  lets  us  do  one 
of  those;  it  only  lets  us  bring  them  in  the  hospital.  So  we're  asking 
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our  employees  to  do  something  they  don't  do  in  the  private  sector  and 
that,  we  feel,  is  silly. 

We  are  given  FTE  ceilings  and  we're  given  an  amount  of  money  in 
personnel  accounts.  We  must  try  to  hire  people  in  a  proper  mix  to 
play  the  game  so  that  we  come  out  with  the  right  number  of  FTE  for 
the  year  and  spend  our  personnel  dollars.  We  play  that  game  without 
the  assurance  that  we  will  have  the  same  resources  next  year.  We 
can't  commit  for  a  long  period  of  time,  so  we  put  on  temporaries  at 
the  end  of  the  year  to  do  jobs  that  are  needed  but  are  not  our  highest 
priority  because  we  don't  have  the  confidence  going  into  next  year  our 
FTE  is  going  to  be  the  same.  Since  we  can't  RIF  FTE's,  we  have  to 
take  FTE  cuts  where  it  hurts  the  most,  where  we  have  turnover. 
Typically,  turnover  occurs  in  our  nursing  personnel  and  in  our  clinic 
and  ward  secretaries.  So  these  are  the  places  that  always  gets  hurt 
the  most,  and  they  are  among  the  most  essential  parts  of  our 
operations. 

The  third  area  where  flexibility  is  needed  is  in  personnel  regula- 
tions. For  example,  the  way  we  pay  physicians  doesn't  reward 
performance,  it  really  rewards  seniority.  It  doesn't  say  if  you  work 
harder,  you  get  ahead;  it  says  if  you  can  hang  around  longer  and  you 
have  certificates  to  hang  on  your  wall,  you  get  ahead.  But  it  doesn't 
say  that  if  you  perform  better  or  if  you  provide  more  primary  care  or 
if  you  answer  more  phone  calls  in  the  night,  we  will  reward  that.  As 
a  matter  of  fact,  routinely  we  don't  even  look  to  find  out  the  people 
who  do  these  things.  We  try  to  do  that  in  Milwaukee. 

Chairman  ROCKEFELLER.  And  you're  doing  it  in  Milwaukee  with 
some  success? 

Dr.  Garthwaite.  I  attempt  to  estimate  our  physician  productivity 
based  on  RVU's,  resource  value  units  that  Medicare  would  use,  to  get 
an  assessment  of  whether  we  have  the  distribution  of  physicians 
properly  and  if  we're  getting  our  money's  worth.  The  reality  is  that 
we  get  our  money's  worth.  My  analysis  would  be  that  it  would  cost  us 
probably  $8  million  more  to  hire  our  physicians  under  Medicare 
reimbursement  alone.  The  only  reason  that  we  can  hire  them  more 
cheaply,  I  think,  is  the  academic  environment  and  our  ability  to  have 
residents  and  provide  teaching  and  research.  So,  for  a  small  invest- 
ment in  research — our  budget  from  VA  is  probably  around  $4  or  $4.5 
million — we  are  getting  an  additional  $8  million  in  health  care.  If  you 
took  away  the  research,  we  wouldn't  get  the  research  done,  I  couldn't 
give  you  the  quality  of  physicians  because  at  Medicare  rates  I  would 
be  lucky  to  hire  anybody.  So  I  can  give  you  high  quality  physicians 
and  research  and  it's  cheaper. 

Another  area  where  I  think  we  have  things  backwards  is  that  we 
tend  to  hire  people  and  promote  them  for  service  to  the  bureaucracy, 
not  service  to  the  patient.  A  secretary  who  enters  VA  and  does  a 
great  job  welcoming  patients  and  provides  a  wonderful  environment 
has  one  way  to  get  a  raise,  and  that  is  to  leave  what  he  or  she  does 
well  and  go  to  work  for  a  service  chief  or  the  chief  of  staff  or  the 
director.  So  the  thing  we  appear  to  value  the  most  is  service  to  the 
bureaucrats,  if  you  will,  rather  than  service  to  the  veteran. 

Chairman  ROCKEFELLER.  Please  explain  to  me  what  you  mean. 
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Dr.  Garthwaite.  Well,  basically  what  happens  is  that  the  higher 
paying  positions  open  up  and  everyone  in  the  medical  center  can 
compete  for  those.  If  your  secretary  vacancy  is  open,  you  pick  the  best 
person  you  can  find.  Typically  that  draws  out  of  our  clinic  secretary 
pool  so  that  the  best,  the  brightest,  those  who  have  provided  the  best 
interface  with  the  public,  if  you  will,  are  the  ones  that  constantly  get 
drained  off,  which  means  we  now  have  to  train  new  entry  level 
people.  So  it  is  a  constant  training  ground.  It  is  just  the  way  the  rules 
have  been  set  up  and  the  way  the  personnel  regulations  are  written. 
I  am  not  sure  exactly  where  you  have  to  turn  that  one  around,  but  I 
do  think  it  is  important  if  we  really  believe  that  our  job  is  service. 

I  would  also  argue  that  the  funding  for  VA  overall  is  too  low.  There 
has  been  at  least  one  study  that  I  am  aware  of  that  tried  to  compare 
the  amount  of  money  that  we  put  into  health  care  versus  what 
Medicare  would  put  in  for  the  equivalent  amount  of  health  care  by 
using  DRG's  [diagnostic  related  groupings]  for  admissions  to  hospital. 
It  suggested  that  we  would  get  about  what  Medicare  would  provide 
for  just  the  inpatient,  nonphysician  component  for  inpatient  stay. 
There  are  very  few  hospitals  that  survive  on  that  alone.  As  a  matter 
of  fact,  I  think  the  Clinton  plan  would  provide  a  basic  rate  higher 
than  Medicare  alone.  Regardless,  there  are  very  few  hospitals  that 
survive,  certainly  none  that  thrive,  on  Medicare  reimbursements 
alone. 

What  we're  left  with  is  trying  to  take  a  fixed  budget  allocation  and 
use  those  flexible  eligibility  rules  to  deliver  as  much  good  care  as  we 
can. 

Another  significant  area  where  I  think  we  could  use  flexibility  has 
to  do  with  our  oversight  and  inspection.  Anyone  seems  to  be  able  to 
come  in  and  inspect  a  VA  hospital.  We  were  inspected  3Vz  years  ago 
by  a  nurse  whose  credentials  were  not  reviewed  by  us  or,  to  my 
knowledge,  anyone  else,  who  released  all  the  information  first  to  the 
press.  There  is  probably  no  way  that  we  will  ever  overcome  the 
negative  publicity  that  she  caused.  Positive  publicity  about  your 
hospital  is  very  hard  to  come  by;  negative  publicity  gets  the  front 
page,  a  lead  story,  all  the  sound  bites.  We  were  killed.  The  reality  is 
we  were  picked  by  mistake.  It  was  a  computer  error,  the  wrong  code 
was  put  in.  So  even  if  the  study  had  been  valid,  we  were  picked  by 
mistake.  To  succeed  in  a  competitive  environment,  we  can't  have  an 
antimarketing  force  against  us. 

Chairman  ROCKEFELLER.  Are  you  saying  that  she  was  giving  out 
information  about  a  hospital  that  was  not  your  hospital? 

Dr.  Garthwaite.  It  was  just  a  wrong  code  was  entered.  The  code 
was  for  heart  valve  surgery  with  death,  not  cardiac  codes  with  death. 
But  it  was  reported  as  cardiac  codes  with  death  and  we  were  included 
in  a  group  that  we  otherwise  wouldn't  have  been  included  in.  But  the 
whole  point  I  am  trying  to  make  is  that  I  think  we  really  need  to 
make  sure  that  if  we're  going  to  publicly  inspect  VA  hospitals,  that 
we  do  it  at  the  highest  quality  level.  I  can't  hire  a  surgeon  and  allow 
them  to  operate  without  primary  verification  of  their  credentials  to 
perform  surgery.  I  don't  think  that  we  should  demand  any  less  of  the 
people  that  we  allow  to  inspect  us,  because  there  is  no  coming  back 
from  incorrect  criticism. 
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Chairman  ROCKEFELLER.  That  probably  appHes  to  visiting 
politicians,  too.  [Laughter.] 

Dr.  Garthwaite.  Can  I  take  the  "fifth?" 

Another  area  of  flexibility  is  in  purchasing.  We  are  only  allowed  to 
spend  most  of  our  project  and  equipment  money  in  the  fourth  quarter. 
I  understand  the  fiscal  realities  of  needing  to  do  that  because  it  is 
better  for  the  country  to  expand  the  national  debt  later  in  the  year. 
But  the  impact  of  that  on  the  medical  center  and  the  staff  who  have 
to  buy  that  equipment  and  obligate  all  those  funds  in  the  last  quarter 
and  last  month  of  the  year  is  enormous.  It  costs  in  overtime  and  it 
gives  out  a  strange  message  to  your  staff. 

The  research  appropriation  every  year  seems  to  be  something  that 
has  to  be  fought  for.  It  continues  to  send  a  message  to  our  research- 
ers that  we're  not  sure  if  we  want  to  do  research  in  VA.  So  this  one 
carrot  that  I  can  hold  out  to  get  great  people  to  come  to  the  medical 
center  and  deliver  health  care — you  are  not  sure  whether  the  carrot 
is  there.  Having  a  lack  of  commitment  doesn't  discourage  everybody; 
really,  it  is  only  the  people  with  options  who  decide  that  that  isn't 
good  enough  for  them,  but  those  are  exactly  the  people  that  you  want 
to  get  and  retain. 

Chairman  ROCKEFELLER.  That's  really  a  very  interesting  point. 
That  is  a  battle  that  we  fought  last  year  and  we  were  successful.  So 
our  point  of  view  is  that  we  were  successful.  Your  point  of  view  is 
that  because  we  had  to  fight  a  battle  to  maintain  it,  that's  the 
message  that  gets  heard  by  the  physicians. 

Dr.  Garthwaite.  I  think  the  message  ultimately  was  great.  I  think 
that  there  was  a  great  sigh  of  relief.  But  if  every  year  the  battle  is 
fought — 

Chairman  ROCKEFELLER.  Yes.  That's  a  very,  very  good  point. 

Dr.  Garthwaite.  And  these  are  bright  people.  You  are  really 
talking  about  Ph.D.  and  M.D.  researchers  who  have  basically  made 
a  choice  between  the  academic  environment  and  a  lower  salary, 
versus  going  into  the  private  sector  and  trying  to  generate  money. 
They  tolerate  a  significant  salary  differential  because  of  their  love  for 
research  and  science  and  teaching.  It  is  those  people  that  make  VA 
a  wonderful  place  to  work.  I  hate  to  keep  giving  them  a  negative 
message. 

The  final  thing  that  I  might  point  out  on  my  short  list  of  needed 
flexibility  is  that  we  seem  to  think  that  "computer"  is  a  dirty  word  in 
VA.  I  don't  know  whether  that  is  because  of  the  complex  problems  of 
trying  to  develop  a  system  versus  buying  it  in  the  private  sector,  or 
whether  there  is  a  sense  that  if  you  spend  money  on  computers  you 
are  not  spending  on  health  care  for  veterans.  The  reality  is  that 
computers  are  becoming  an  even  more  integral  part  of  patient  care. 
We  don't  debate  whether  to  get  another  ultrasound  machine  or 
another  CT  scanner  or  another  MRI  scanner;  it  is  accepted  as  part  of 
what  we  need  to  deliver  health  care. 

Getting  information  to  the  right  people  at  the  right  time  has 
become  so  critical  to  delivering  health  care  that  I  call  computers  the 
"stethoscope  of  the  1990's."  It  is  an  essential  tool  and  it  is  becoming 
more  and  more  of  an  essential  tool  for  us  to  deliver  care  efficiently 
and  well. 
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I  believe  strongly  that  the  most  fundamentally  important  thing  the 
Federal  Government  can  do  in  health  care  today  to  affect  how  much 
we  pay  in  the  future  is  to  standardize  how  we  collect  medical 
information,  so  that  the  private  sector  can  work  off  of  that  standard 
to  develop  the  software  routines  that  will  allow  us  to  get  more 
efficient.  If  you  really  think  about  where  we  spend  money  in  health 
care,  we  spend  a  lot  of  money  pushing  paper  around  trying  to  decide 
whether  we  should  or  should  not  do  something,  getting  OK's  to  do  it, 
doing  it,  trying  to  get  the  report  to  the  person  who  is  going  to  make 
a  decision  on  it,  redoing  the  things  we  can't  get  our  hands  on  because 
the  referring  physician  has  them  and  another  hospital  did  the  tests 
and  that  information  never  seems  to  make  it  in  with  the  patient.  We 
spend  a  lot  of  time  reviewing  the  care  we  give  to  see  if  the  quality  is 
good.  We  spend  a  lot  of  time  getting  from  "symptom"  to  "best 
diagnosis,"  and  that  route — because  medicine  is  not  a  precise  science, 
it  is  more  of  an  art — is  often  circuitous  compared  to  the  direct  route. 
All  of  those  things  would  be  enormously  helped  by  good  information 
systems.  So  I  can't  emphasize  enough  how  critical  improved  informa- 
tion is  to  delivery  of  quality  care. 

[The  prepared  statement  of  Dr.  Garthwaite  appears  on  page  104.) 

Chairman  ROCKEFELLER.  Do  you  know  that  the  budget  for  research 
has  been  cut  again  for  this  year? 

John,  would  you  agree  with  that — there  are  certain  cuts,  and 
different  cuts  mean  things  to  different  people,  but  would  you  agree 
with  what  he  said  about  that? 

Mr.  Bollinger.  As  I  understand  it,  the  research  line  has  been  cut 
by  something  like  $40  or  $50  million  again  this  year.  Again,  I  hate  to 
overuse  the  word  devastating,  but  research  is  such  a  fragile  account, 
and  when  you  tinker  with  it,  that  house  of  cards  comes  tumbling 
down.  PVA  has  for  years  strongly  advocated  for  a  level  of  funding  in 
research  that  will  enable  VA  to  attract  young  scientists  to  do  the 
work  that  needs  to  be  done.  Ultimately,  research  translates  into 
hands-on  patient  care;  we  see  it  that  way.  I  would  agree  that 
Congress  needs  to  take  corrective  action  to  ensure  that  the  research 
line  item  is  up  again  to  where  we  believe  it  should  be. 

Chairman  ROCKEFELLER.  That's  a  good  point. 

It  is  going  to  be  very  interesting  these  next  few  years  or  10,  I'm  not 
sure  what  it  is.  This  whole  question  of  establishing  fiscal  responsibil- 
ity within  the  Congress,  if  you  do  the  right  thing  federally  with  your 
budget  and  your  30-year  interest  rates  are  below  6.5  percent,  that 
basically  means  that,  let's  say,  a  veteran  or  a  physician  who  is  buying 
a  home  may  be  paying  $1,700  less  per  year  for  that  home  than  they 
otherwise  would  have  been  because  of  fiscal  restraint.  But  that  then 
means  in  the  meantime  that  budgets  are  getting  cut.  It  is  a  very 
difficult  thing. 

You  have  got  a  new  President  coming  in  talking  about  health  care 
reform,  welfare  reform,  investing  in  the  things  that  are  really 
important,  making  cuts.  He  cut  out  115  programs  the  other  day,  some 
of  which  I  am  sure  affect  West  Virginia,  but  I  suspect  I  am  going  to 
support  him  on  it  because  I  feel  if  you  are  going  to  get  rid  of  things 
which  are  of  less  priority  to  save  things  which  are  of  more  priority. 
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then  you  can't  have  everybody  applauding  everything,  and  so  you 
might  as  well  just  accept  that. 

It  is  very  interesting  about  the  proposed  research  cuts  because  that 
is  what  business  did  too,  back  in  the  harder  times.  They  cut  their 
research  budgets  just  as  the  Japanese  were  not  cutting  theirs,  and 
the  Japanese  would  not  cut  them,  knowing  that  if  they  got  ahead  in 
research,  then  when  thc}'  came  out  of  the  recession  they  would  be 
that  much  farther  ahead,  and  we  didn't  understand  that.  Now  all  of 
a  sudden,  talk  about  FTE  cuts — GE  was  having  FTE  cuts,  as  were 
General  Motors  and  other  major  companies,  of  tens  of  thousands  of 
people.  And  they  come  out  healthier;  they  come  out  healthier.  It  is 
really  interesting  intellectually,  that  they  got  rid  of  so  many  people, 
and  I  don't  know  if  they  bought  hundreds  and  hundreds  of  thousands 
of  computers  to  make  up  for  all  of  that,  or  whether  they  were  just 
grossly  overstaffed  in  the  manner  that  very  large  organizations  can 
get  to  be. 

But  there  is  tension,  John,  isn't  there,  because  I  think  the 
President  means  it  on  reducing  the  Federal  budget  deficit.  I  think  he 
is  right  in  meaning  it.  And  then  having  said  that,  you  then  come  to 
the  point  where  there  are  the  effects  of  that  and  then  how  do  you  try 
to  make  those  decisions  as  wisely  as  possible?  What  you  know  is  that 
in  the  aggregate  you  are  going  to  have  to  end  up  cutting  somewhere 
because  that  is  the  only  way  you  reduce  it.  It  is  either  cutting  out  or 
reducing  in  size  or  whatever,  but  you  have  to  do  that.  There  is  just 
no  way  around  that.  Then  everybody  sees  what  they  want  as  being 
the  most  important.  And  there  are  some  things  that  are  more 
important  than  other  things,  there  just  are,  and  that's  not  whether 
you  are  in  this  committee  or  that  committee,  it  is  just  that  some 
things  are  more  important.  So,  that  process  is  troublesome,  isn't  it? 

So,  what  you're  saying  in  a  sense  is,  while  we  are  going  through 
this,  we  ought  to  be  acting  intelligently  in  the  way  we  do  our 
business. 

Dr.  Garthwaite.  Absolutely.  There  are  tremendous  opportunities 
to  save  money  and  do  things  better  in  health  care.  I  really  think 
information  systems  ultimately  will  be  a  large  key  to  how  we  do  it 
better.  I  have  a  clinic  every  Friday  where  I  see  about  15  to  20 
veterans,  mostly  with  diabetes.  The  charts  are  this  thick.  The  most 
significant  improvement  in  the  last  10  years  in  that  clinic  has  been 
a  computer  system  that  prints  out  all  their  prescriptions.  When  I 
renew  prescriptions,  you  know  every  diabetic  has  a  lot  of  them — 
syringes,  alcohol  pads,  testing  sticks,  two  types  of  insulin,  some  other 
medications — I  used  to  have  to  write  every  one  of  those  because 
prescriptions  expire.  So  I  had  to  write  every  one,  sign  every  one,  get 
it  correct.  Also,  doctors  don't  always  remember  what  they  take.  Now, 
I  not  only  can  do  that  very  quickly,  but  I  can  also  check  to  see  if  they 
get  their  refills  at  regular  times.  If  somebody  says  they  take  every  pill 
and  we've  only  given  them  60  for  the  last  year,  you  have  to  wonder 
if  they  have  another  source  or  they  are  not  taking  their  pills.  I  have 
actually  made  a  couple  of  diagnoses  that  have  prevented  hospitaliza- 
tions by  sending  out  a  home  health  nurse  and  instructing  the  family, 
so  that  they  make  sure  that  they  get  their  medications. 
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So,  I  think  it  is  just  doing  it  better.  But  we're  left  with  a  paper 
record  that  is  an  outgrowth  of  an  era  many,  many  years  ago,  when 
there  weren't  many  tests  to  be  done  and  there  weren't  multiple 
consultations  to  be  had.  I  think  we  have  a  great  opportunity.  I  think 
VA's  computer  system,  and  many  of  the  residents  who  rotate  through 
different  hospitals  will  affirm  this,  is  an  outstanding  computer 
system. 

Chairman  ROCKEFELLER.  I  am  going  to  submit  some  questions  to 
each  of  you.  But  all  of  a  sudden,  after  I  don't  know  how  many  years, 
I  read  that  there  is  something  like  a  40-percent  increase  in  the 
number  of  young  people  applying  to  medical  school.  Can  you  explain 
that? 

Dr.  Garthwaite.  I  don't  know.  I  know  we've  seen  it  locally,  but  I 
don't  know  exactly  the  reason. 

Chairman  ROCKEFELLER.  Could  it  be  something  to  do  with  the  fact 
that  health  care  is  getting  so  much  attention  that  people  just  make 
the  assumption  that  this  is  going  to  be  interesting,  fast  moving, 
nationally  focused? 

Dr.  Garthwaite.  If  I  remember  right,  I  think  there  is  some 
evidence  that  people  are  interested  in  helping  other  people;  there  is 
some  bit  of  a  pendulum  swing  to  more  altruism. 

Chairman  ROCKEFELLER.  Yes,  I  think  you  are  right  about  that. 

Dr.  Garthwaite.  I  think  some  polls  would  suggest  that.  Someone 
seated  behind  me  suggests  that  more  women  are  going  into  medicine. 
It  is  a  good  career  opportunity  for  women.  I  think  enrollments  in 
most  medical  schools  in  terms  of  proportion  of  men  and  women  have 
dramatically  improved.  I  think  40-some  percent  of  our  class  is  women. 
So  I  think  it  is  a  very  positive  statement  and  a  good  career  opportu- 
nity. 

Chairman  ROCKEFELLER.  John,  any  thoughts  on  any  of  this,  any 
final  words? 

Mr.  Bollinger.  You  mentioned  that  there  do  have  to  be  cuts.  I 
think  we  recognize  that.  I  think  it  is  important,  though,  as  we  go 
through  that  process,  that  we  ensure  that,  in  the  case  of  VA,  what  VA 
does  well  they  continue  to  do.  I  think  there  is  a  danger  that  we  can 
get  so  wrapped  up  in  making  sure  that  this  appropriation  is  cut  and 
that  appropriation  is  cut,  pretty  soon  we've  jeopardized  the  system  to 
the  degree  that  it  might  not  be  repairable. 

I  think  it  is  just  very  important  that  we  don't  go  the  way  of 
Canada  and  the  Canadian  veterans'  system;  that  we  ensure  that  VA 
plans  ahead,  that  they  look  to  the  future  and  they  say  here  is  a 
hospital  that  we  need  to  preserve,  here  is  another  hospital  that  we 
need  to  preserve;  that  they  make  sure  that  those  hospitals  are  run 
well,  they  provide  quality  health  care,  they  support  the  special 
services  that  VA  does  well,  again,  like  SCI  care,  blind  rehab,  and 
those  kinds  of  things.  VA  is  a  natural  resource,  and  it  would  be  a 
tragedy  if  we  were  left  without  it. 

Chairman  ROCKEFELLER.  And  that  is  not  going  to  happen,  John, 
not  on  my  watch  or  anybody  else's.  It  is  just  not  going  to  happen. 
There  will  be  things  that  make  us  worry,  that  make  us  nervous,  but 
I  just  dismiss  the  Canadian  experience  out  of  hand.  We  are  going  to 
make  sure  that  the  VA  system  works  the  way  it  ought  to  work.  In 
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fact,  as  I  have  been  saying  for  the  last  4  or  5  months,  it  has  a  chance 
to  work  a  whole  lot  better  than  it  has  been  working,  because  we  now 
put  it  in  competition  for  a  group  of  25  million  veterans  who  have  not 
been  able  to  get  to  it  before,  and  then  give  it  a  jump  start  in  re- 
sources to  help  in  that  process.  None  of  this  discounts  anything  of 
what  you've  said.  It  is  just  a  time  to  worry  in  general  because  we're 
doing  this.  I  hope  and  pray  that  we  will  do  it  right.  If  we  had  more 
people  like  the  two  of  you,  I  know  we  would. 

Thank  you  both  very  much. 

[Whereupon,  at  4:36  p.m.,  the  Committee  was  adjourned,  to 
reconvene  at  the  call  of  the  Chair.] 


APPENDIX 


PREPARED  STATEMENT  OF  CHAIRMAN  JOHN  D. 
ROCKEFELLER  IV 

While  many  of  us  in  Congress  struggle  against  forces  aimed  at  killing  all 
chances  for  national  health  care  reform,  several  States  have  shown  us  that 
reform  can  happen  when  the  needs  of  constituents  outweigh  the  misleading 
commercials  of  special  interest  groups. 

Universal  coverage  and  employer  mandates  may  be  debatable  issues  in 
Washington,  DC,  but  they  are  essential  ingredients  in  health  care  reform  in 
Washington  State.  Health  alliances  may  seem  frightening  to  some,  but  the 
people  of  Minnesota,  Florida,  and  Washington  State  have  already  decided  that 
they  are  the  best  way  to  provide  cost-effective  medical  coverage  for  their 
citizens. 

I  applaud  the  efforts  of  the  many  States  that  are  moving  full  steam  ahead 
with  plans  for  health  care  reform.  These  State  plans  provide  the  perfect 
opportunity  for  us  to  learn  from  their  successes  and  to  learn  from  any  problems 
that  they  encounter. 

In  addition  to  illustrating  how  various  reforms  work  in  the  real  world.  State 
reform  programs  will  show  us  how  reforms  affect  existing  Federal  medical 
programs,  including  the  VA  medical  system.  Unfortunately,  current  Federal  law 
makes  it  impossible  for  VA  facilities  to  participate  fully  in  statewide  health 
care  reform  efforts.  A  variety  of  restrictions,  enacted  for  good  and  noble 
reasons,  will  prevent  VA  facilities  from  competing  as  providers  in  those  States. 
We  will  hear  examples  of  those  restrictions  at  today's  hearing. 

As  Chairman  of  the  Senate  Committee  on  Veterans'  Affairs,  I  want  to  make 
sure  that  all  our  veterans  get  the  best  possible  care,  in  those  States  and  across 
the  country. 

I  strongly  believe  that  Congress  must  act  quickly  to  enable  VA  facilities  to 
participate  in  some  of  these  State  health  care  reform  efforts,  in  order  to 
strengthen  the  VA  health  care  system  in  those  States  and  to  enable  us  to  learn 
what  kinds  of  changes  are  needed  in  the  VA  medical  system  as  a  whole.  Of 
course,  all  States  will  be  able  to  participate  in  State  or  national  health  care 
reform  activities  when  Congress  passes  a  national  bill  that  revises  the  laws 
governing  the  VA  health  care  system. 

At  today's  hearing,  we  will  hear  from  some  of  the  VA  officials  and 
advocates  who  have  a  vision  of  how  medical  services  for  veterans  can  be 
improved  through  health  care  reform  efforts,  and  how  a  pilot  study  in  se\eral 
States  can  make  sure  that  happens. 
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We  will  focus  on  five  of  the  States  that  are  moving  most  quickly  to 
implement  health  care  reform:  Florida,  Minnesota,  Tennessee,  Vermont,  and 
Washington  State.  We  will  learn  what  is  needed  to  enable  the  VA  medical 
centers  in  those  States  to  participate  in  health  care  reform,  and  what  Congress 
needs  to  do  to  make  that  happen. 


PREPARED  STATEMENT  OF  SENATOR  BOB  GRAHAM 

Mr.  Chairman,  thank  you  for  holding  today's  hearmg  in  such  a  timely 
manner.  Health  care  reform  is  on  the  minds  of  all  of  our  citizens,  and  our 
veterans  are  no  less  anxious  to  find  out  what  kind  of  health  care  they  will 
receive  under  health  care  reform. 

I  would  like  to  take  a  moment  to  comment  on  the  work  that  the  State  of 
Florida  has  done  to  prepare  for  health  care  reform.  Florida  has  taken  the  lead 
on  this  issue  by  enacting  legislation  to  voluntarily  sign  up  all  small  businesses 
into  their  Community  Health  Purchasing  Alliance.  The  second  phase  of 
Florida's  health  reform  plan  will  be  introduced  shortly  and  will  phase  in 
coverage  for  the  Medicaid  and  uninsured  populations,  approxmiately  2  million 
people.  Florida's  goal  is  to  provide  full  access  to  coverage  by  December  31. 
1994. 

Although  VA  is  not  included  in  Florida's  Health  Care  Reform  Acts  of  1992 
and  1993,  the  Florida  Department  of  Veterans  Affairs  is  also  ahead  of  the  pack 
in  planning  for  health  care  reform.  Florida  is  represented  today  by  Malcom 
Randall  of  the  Gainesville  VAMC.  I  have  known  Mr.  Randall  for  many  years 
and  am  once  again  impressed  with  his  insight  and  ideas  on  this  issue.  Mr. 
Randall  has  taken  early  action  to  consider  how  VA  will  fit  into  health  care 
reform  and  has  organized  a  strategic  planning  committee  that  includes 
representatives  from  the  Florida  VA,  veterans  service  organizations,  and 
veterans  medical  facilities  officials.  I  commend  him  on  his  efforts  to  address 
the  critical  health  care  issues  facing  Florida's  veterans. 

The  Committee  has  suggested  the  possibility  of  a  states  pilot  program.  I 
believe  that  Florida  would  be  an  ideal  state  to  participate  in  such  a  program. 
If  I  am  correct.  I  think  that  Florida,  with  the  help  of  Mr.  Randall,  has  already 
developed,  or  is  in  the  process  of  developing,  a  plan  for  VA  participation  in 
health  care  reform  and  could  move  into  a  pilot  phase  immediately.  I  hope  that 
the  Committee  will  recognize  their  fine  efforts  should  the  pilot  program  go 
forward. 


PREPARED  STATEMENT  OF  SENATOR  BEN  NIGHTHORSE 

CAMPBELL 

As  Congress  and  this  committee  consider  national  health  care  reform  this 
year,  we  must  look  to  those  States  that  have  already  begun  the  process  of 
reform.  In  particular,  we  must  look  at  the  way  veterans,  and  the  VA  system, 
are  affected  by  State  reform  plans. 

In  my  own  State  of  Colorado,  a  study  called  ColoradoCare  was  commis- 
sioned to  examine  and  put  together  a  universal  health  care  plan.  The  initial 
readings  of  this  study,  which  now  sits  on  a  shelf  somewhere  in  the  state 
capitol,  indicate  it  does  not  mention  VA's  role  in  a  state  health  care  reform 
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program.  Now  it  looks  like  Colorado  will  wait  tor  the  Federal  government  to 
lay  the  ground  rules  for  reform. 

About  six  states,  however,  have  initiated  comprehensive  health  care  reform. 
I  applaud  their  efforts,  and  I  hope  we  can  all  learn  from  them. 

One  of  the  first  lessons  we  have  learned  from  these  state  reform  plans  is  that 
under  current  law,  VA  cannot  participate  fully  in  these  health  care  plans 
because  of  certain  restrictions  on  access  and  emphasis,  such  as  limits  on 
outpatient  care.  For  obvious  reasons,  VA  must  be  able  to  participate  in  these 
plans. 

Otherwise,  VA  usage  may  decline  before  the  Federal  government  hits  the 
pavement  with  real  reform.  If  the  VA  system  loses  folks  before  reform 
happens,  it  will  be  difficult  to  bring  them  back  into  the  system. 

Paralyzed  Veterans  of  America  (PVA)  has  recommended  that  within  those 
States  embarking  upon  health  care  reform,  VA  facilities  should  be  given 
flexibility  to  offer  comparable  benefits  and  relief  from  regulation  necessary  to 
become  an  equal  partner  within  the  State  system. 

I  believe  this  recomtiiendation  deserves  serious  consideration,  and  I 
appreciate  the  work  that  PVA  and  Chairman  Rockefeller  have  done  in  this 
regard. 

Thank  vou. 


PREPARED  STATEMENT  OF  SENATOR  STROM  THURMOND 

It  is  a  pleasure  to  receive  testimony  concerning  the  Department  of  Veterans 
Affairs  health  care  system  and  its  role  in  State  health  care  reform  programs.  I 
commend  you,  Mr.  Chairman,  and  the  distinguished  ranking  minority  member. 
Senator  Murkowski,  for  scheduling  a  hearing  on  this  important  issue.  I  extend 
a  welcome  to  our  distinguished  witnesses — Directors  of  VA  Medical  Centers, 
officials  from  the  Department  of  Veterans  Affairs,  and  representatives  from  the 
Paralyzed  Veterans  of  America.  This  committee  appreciates  your  dedication  to 
all  veterans  and  we  value  the  contribution  of  your  knowledge  and  expertise. 

Mr.  Chairman,  while  the  National  government  continues  the  debate  on 
comprehensive  health  care  reform,  many  states  are  taking  action.  It  is  a  great 
strength  of  our  federal  system  that  allows  the  States  to  experiment  with 
approaches  to  complex  public  policy  issues.  Hopefully,  the  work  which  is 
achieved  in  the  individual  States  will  result  in  a  better  solution  for  the  Nation. 

While  we  attempt  to  address  the  problems  of  our  health  care  system,  we 
need  to  preserve  the  successful  elements  of  our  Nation's  health  care  structure. 
Furthermore,  as  the  debate  on  national  health  care  reform  proceeds,  proper 
consideration  must  be  given  to  the  unique  needs  of  veterans.  For  many  years 
now,  the  Department  of  Veterans  Affairs  has  been  ably  providing  for  the  needs 
of  the  veterans  of  this  country.  It  is  essential  that  the  VA  health  care  system 
remain  an  independent  system,  provided  with  the  resources  to  furnish  quality 
care  to  our  veterans. 

As  various  State  health  care  plans  are  established,  some  adjustments  to  the 
VA  medical  system  may  be  necessary.  I  look  forward  to  the  testimony  of  these 
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witnesses  which  will  help  this  committee  determine  what  changes  might  be 
necessary. 

Mr.  Chairman,  I  look  forward  to  working  with  you,  members  of  the 
Committee,  the  Department  of  Veterans  Affairs,  and  other  members  of  the 
Administration  to  ensure  that  our  veterans  receive  the  health  care  they  need  and 
deserve. 


PREPARED  STATEMENT  OF  SENATOR  JAMES  M.  JEFFORDS 

It  is  a  pleasure  to  have  here  today  representatives  from  five  states  that  are 
leading  in  State  health  care  reform,  including  my  own  State  of  Vermont.  I  am 
especially  pleased  to  welcome  Dr.  Howard  Green  here  today  from  Vermont's 
White  River  Junction  VA  Medical  Center. 

This  is  a  very  important  hearing  for  the  Senate  Committee  on  Veterans' 
Affairs  as  we  continue  to  further  discuss  health  care  reform.  VA  must  continue 
to  play  a  prominent  role  in  our  Nation's  health  care  system,  and  therefore,  must 
be  able  to  work  within  new  State  health  care  reform  initiatives.  As  our  Nation's 
largest  health  care  provider,  VA  offers  expertise  in  a  wide  range  of  health  care 
areas  and  research. 

President  Clinton  has  laid  out  his  plans  for  VA  participation  in  his  health 
care  reform  package.  I  support  his  reform  initiative,  but  I  want  to  be  sure  VA 
will  be  able  to  fairly  compete  with  private  health  care  options.  VA  eligibility 
reform  must  coincide  with  health  care  reform  if  VA  is  to  compete. 

This  committee  will  propose  legislation  that  will  take  advantage  of 
progressive  State  initiatives.  Several  pilot  programs  will  be  set  up  to  determine 
how  VA  can  best  furnish  health  care  services  in  States  with  reformed  health 
care  system,  and  under  any  national  health  care  reform  plan  that  may  be 
enacted. 

All  of  these  states'  health  care  reform  efforts  offer  an  opportunity  for  VA 
to  capitalize  on  its  future  role  in  national  health  care.  Vermont's  reform  efforts 
are  on  the  verge  of  implementation  and  will  allow  the  VA  to  experiment  with 
changes  hand-in-hand  with  reform. 

This  is  a  critical  and  exciting  time  for  VA.  For  the  first  time,  all  veterans 
could  be  eligible  to  receive  care  at  a  VAMC,  regardless  of  their  service 
connection.  However,  VA  needs  to  be  prepared  to  make  the  proper  changes 
that  will  let  it  remain  a  contender  in  the  health  care  arena  when  national  health 
care  reform  is  implemented.  I  believe  VA  pilot  programs  in  this  regard  are 
extremely  important  and  serve  as  crucial  insight  into  the  future  capabilities  and 
services  the  VA  will  offer. 

It  is  extremely  important  that  we  consider  not  only  setting  up  pilot  programs 
in  States  that  have  already  implemented  health  care  reform,  but  also  in  States, 
like  Vermont,  which  are  in  the  process  of  reforming.  VA  must  be  prepared  to 
play  a  role  during  the  process  of  implementation. 

I  look  forward  to  hearing  more  about  these  States'  health  care  reform  plans 
and  the  mitiatives  VA  is  planning  to  take  in  order  to  work  within  new  State 
reform  efforts. 
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PREPARED  STATEMENT  OF  ROBERT  PETZEL,  M.D.,  CHIEF  OF 
STAFF,  VA  MEDICAL  CENTER,  MINNEAPOLIS,  MN 

In  1992  the  Minnesota  Legislature  passed  health  reform  legislation 
(MinnesotaCare)  based  on  the  principles  of  managed  competition,  mandated 
universal  coverage  and  a  global  expenditure  ceiling.  In  addition,  the  law 
provides  for  medical  education  and  research  reform  in  the  state.  Minnesotans 
will  be  required  to  pick  a  health  care  plan  choosing  between  a  Regulated  All 
Payer  Option  (RAPO)  or  an  Integrated  Service  Network  (ISN)  .  All  providers 
will  be  affected  under  the  state  reform  efforts. 

These  laws  reform  the  state  medical  delivery  system  by:  I)  Mandating 
universal  health  care  coverage  for  all  Minnesotans,  2)  Encouraging  health  care 
providers  to  collaborate  by  joining  together  to  form  (ISN's),  3)  Requirmg  ISN's 
to  provide  a  uniform  basic  benefit  package  to  all  Minnesotans,  4)  Encouraging 
employers  to  join  with  one  another  to  form  health  care  purchasing  cooperatives, 
and  5)  Limiting  the  reimbursement  of  non-ISN  providers  through  a  State  "all 
payor"  reimbursement  system.  These  laws  create  a  state-funded  health 
insurance  plan  for  uninsured  citizens  who  are  not  eligible  for  Medicaid  or  other 
forms  of  State  or  federal  health  care  and  reform  private  insurance  practices  to 
reduce  barriers  to  obtaining  private  health  insurance  (e.g.,  restricting  preexisting 
condition  clauses). 

These  laws  further  require  health  care  providers  and  systems  to  reduce  the 
rate  of  health  care  inflation  by  conforming  to  global  expenditure  ceilings  set  by 
the  State;  and  require  participation  in  State-wide  data  collection  efforts 
designed  to  ultimately  control  costs  through  the  development  of  State  practice 
parameters,  and  quality  assurance  and  health  care  outcome  measurements. 

Some  of  the  characteristics  of  the  ISN's  include  I )  facilitating  the  enrollment 
of  those  with  severe  medical  conditions  and  special  needs  through  risk 
adjustment  and  reinsurance  mechanisms,  2)  providing  primary  care  within  the 
lesser  of  30  minutes  travel  time  or  30  road  miles,  3)  providing  primary  care 
within  10  miles  of  any  city  with  a  population  greater  than  2,500,  4)  providing 
inpatient  hospital  care  within  60  minutes  travel  time,  5)  maintaining  a  net  worth 
of  greater  than  $1,000,000,  and  6)  requiring  the  ISN's  to  accept  eligible 
enrollees  who  reside  anywhere  in  the  service  area.  Already  MinnesotaCare  is 
covering  a  segment  of  the  population  (90,000  people)  .  This  year  those 
Minnesotans  who  do  not  have  employer  or  government  assistance  will  be 
eligible.  In  the  short  term,  veterans  will  have  several  options  once  Minnesota- 
Care becomes  available  to  them.  The  MinnesotaCare  plan  is  extremely  complex 
and  requires  very  detailed  planning.  The  Minneapolis  VA  is  planning  its 
strategies  now,  since  MinnesotaCare  is  already  legislated.  These  strategies  for 
the  Minneapolis  VA  include; 

1)  Implementing  VA  Minnesota  Primary  Care  System — If  we  are  able  to 
implement  this  system,  it  would  provide  accessible  primary  care  sites  to 
veterans.  Secondary  and  tertiary  services  would  continue  to  be  provided  by  the 
VA  Medical  Center.  Major  systems  in  our  infrastructure  would  need  overhaul- 
ing for  primary  care  system  implementation.  Data  systems,  including  medical 
records,  would  need  to  have  appropriate  computer  technology  to  collect  and 
transmit  quality  and  workload  data  for  the  Minnesota  Health  Care  Report  Card. 
A  consultant  would  be  hired  to  perform  an  actuarial,  market  research  survey, 
market  plan,  implementation  plan  and  a  business  plan  to  effectively  position  the 
primary  care  system. 
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2)  Managed  Care  Institute — Minneapolis  VA  is  presently  exploring  the 
possibility  of  leasing  property  to  a  non-VA  entity  which  would  construct  an 
outpatient  clinic  or  other  facility  to  serve  its  members  under  VA"s  "Enhanced 
Use  Program."  VA  would  also  gain  access  to  the  facility.  The  VAMC  and  the 
health  care  provider  will  enter  into  a  joint  partnership  to  develop  an  institute 
dedicated  to  the  study  of  managed  care.  The  partnership  would  also  enable  the 
VAMC  to  expand  health  care  services  for  veterans  at  no  additional  cost  to  the 
government. 

3)  Establishing  internal  strategies — Minneapolis  VA  is  enhancing  its 
ambulatory  care  area  so  as  to  be  able  to  provide  easy  access  and  customer 
driven  services.  Processes  established  to  enhance  customer  services  and  access 
include:  improving  concurrent  review,  preadmission  screening,  and  discharge 
process;  and  reducing  waiting  times. 

4)  Securing  the  role  of  education  and  research — The  Minneapolis  VA  is  a 
member  of  the  advisory  committee  of  the  Commissioner  of  Health  that  is 
drafting  legislation  to  reform  funding  of  medical  education  and  research.  This 
will  ensure  that  VA  will  continue  to  be  a  major  provider  and  participant  in 
policy  development  for  medical  education  and  research. 

5)  Meetings  have  been  held  with  the  Commissioner  of  Health,  Minnesota 
Health  Care  Commission  executives,  key  state  legislators  and  community  health 
care  leaders.  The  state  is  actively  interested  in  maintaining  the  $200  million 
plus  that  VA  provides  Minnesota  for  needed  services. 

All  of  these  enormous  efforts  will  make  it  possible  for  VA  to  compete  in 
MinnesotaCare.  We  now  need  changes  in  Federal  law  to  enable  VA  to  compete 
in  Minnesota  Health  Care  Reform. 


PREPARED  STATEMENT  OF  JOSEPH  M.  MANLEY,  DIRECTOR, 
VA  MEDICAL  CENTER,  SEATTLE,  WA 

Washington  State  enacted  one  of  the  most  comprehensive  health  care  reform 
bills  adopted  by  any  state  with  the  passage  of  the  Washington  Health  Services 
Act  of  1993.  Several  aspects  of  the  Washington  State  reform  plan  are  similar 
to  what  has  been  proposed  by  President  Clinton  for  national  health  care  reform. 
In  summary,  the  Washington  State  law: 

•  Provides  for  universal  coverage 

•  Is  a  managed  competition  plan  with  premium  and  payment  caps 

•  Creates  a  Uniform  Benefit  Package  (UBP)  of  services 

•  Requires  employers  to  offer  at  least  3  Certified  Health  Plans 

•  Has  phased  implementation  beginning  7/1/95  until  universal  coverage  is 
achieved  on  7/1/99 

•  Requires  all  health  plans  to  be  managed  care  organizations 

•  Provides  subsidies  for  low  income  enrollees 

•  Envisions  enrollee  point-of-service  cost  sharing 

•  Provides  skilled  nursing  facility,  home  health,  and  hospice  services 
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By  January  1995,  the  exact  contents  of  the  Uniform  Benefits  Package  (UBP) 
will  be  determined  by  a  State  Health  Services  Commission  (HSC).  The 
Commission  will  also  set  a  maximum  premium  that  can  be  charged  for  the 
UBP.  Every  state  resident,  including  all  veterans,  will  be  required  to  obtain  at 
least  the  UBP  by  7/1/99. 

Employers  will  be  required  to  pay  at  least  509r  of  the  lowest  priced  UBP 
premium  offered  for  their  full  time  workers,  but  may  pay  up  to  100%. 
Employers  will  pay  a  pro-rated  percentage  of  the  costs  of  coverage  for  their 
part  time  workers.  Large  businesses  (7000+  employees)  will  be  able  to  offer 
their  own  plans  to  their  employees. 

Washington  is  one  of  the  few  states  experiencing  a  growing  military 
presence  and  an  increasing  veteran  population.  Veterans  and  their  dependents 
now  total  almost  1.9  million  residents,  comprising  nearly  forty  percent  of  the 
state's  population.  Washington  State  has  a  broad  range  of  community  types  and 
sizes,  a  diverse  economy,  varying  topography,  and  a  VA  facility  in  each  of  its 
four  geographic  quarters.  These  medical  centers  have  longstanding,  close 
relationships  among  themselves  and  with  community  leaders.  The  VA's  health 
care  expenditures  in  Washington  totaled  nearly  $270  million  in  fiscal  year 
1993. 

VA  medical  centers  treated  51,571  unique  Washington  State  veterans  in 
fiscal  year  1993  (7.98%  of  the  646,050  veterans  in  the  State).  Information  by 
Primary  Service  Area  (PSA)  is  summarized  below: 


PSA 

Vet  Pop 

%State  Pop 

Pts  Treated 

%Pop  Served 

American  Lake 

135,656 

21.00% 

14,881 

10.97% 

Portland 

50,306 

7.79% 

3,681 

7.32% 

Seattle 

338,884 

52.45% 

20,846 

6.15% 

Spokane 

75,389 

1 1 .67% 

7,960 

9.75% 

Walla  Walla 

45,815 

7.09% 

4,811 

10.50% 

State  Total 

646,050 

100.00% 

51,571 

7.98% 

Over  the  past  six  months,  representatives  from  each  of  the  four  VA  medical 
centers  have  met  regularly  to  assess  the  impact  of  the  State  reform  law.  and  to 
begin  determining  organizational  needs  and  preparing  business  plans. 

If  VA  is  eventually  permitted  to  participate  in  the  State  Plan,  we  envision 
a  state-wide,  VA  structure  to  provide  enrollee  tracking,  marketing,  insurance, 
contracting,  and  liaison  with  Washington  State  entities.  This  organizational 
structure  could  also  be  a  conduit  for  the  flow  of  funds.  Under  this  organization, 
the  existing  VA  facilities  would  serve  as  separate  operating  divisions  for  their 
respective  primary  service  areas.  In  accordance  with  State  law,  premium  rates 
would  likely  vary  among  the  stations  geographic  areas  to  reflect  different 
competitive  pressures  and  the  costs  of  doing  business. 

Potential  local  and  state-wide  partnerships  with  other  providers  are  currently 
being  explored.  These   include   Madigan   Army   Medical   Center  and  other 
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Department  of  Defense  facilities,  Indian  Health  Service  facilities,  the  University 
of  Washington  Medical  Center,  Sisters  of  Providence  health  care  system,  and 
others.  Our  goal  would  be  to  offer  accessible,  cost-effecti\e,  high  quality  health 
care  to  enrollees  throughout  the  state  to  the  extent  that  we  are  permitted  by 
law. 

We  believe  a  number  of  major  issues  will  need  to  be  addressed  if  VA  is  to 
be  a  viable  provider  under  the  State  of  Washington's  health  care  reform.  These 
include  increased  management  flexibility.  Operationally,  VA  will  need  to 
change  its  structure,  practices,  and  procedures.  Local  management  will  have  to 
develop  expertise  in  business  planning.  Most  importantly,  our  future  focus  must 
be  on  better  meeting  the  needs  and  expectations  of  our  "customers." 


PREPARED  STATEMENT  OF  HOWARD  H.  GREEN,  M.D.,  CHIEF 

OF  STAFF,  DEPARTMENT  OF  VETERANS  AFFAIRS  MEDICAL 

AND  REGIONAL  OFFICE  CENTER,  WHITE  RIVER  JUNCTION,  VT 

Mr.  Chairman,  members  of  the  Committee:  I  am  Dr.  Howard  Green,  Chief 
of  Staff  of  the  Veterans  Affairs  Medical  and  Regional  Office  Center  at  White 
River  Junction,  Vermont,  a  position  I  have  held  for  21  years.  I  am  a  veteran 
of  the  U.S.  Navy  and  served  from  1961-1963  in  the  Nuclear  Submarine  Force 
as  a  physician  on  the  Gold  crew  of  the  U.S.S.  George  Washington,  the  first 
Polaris  Missile  submarine.  I  am  a  General  Internist  with  a  subspecialty  in 
Nephrology.  I  received  my  education  and  training  at  Dartmouth  and  Harvard. 

Before  entering  into  this  task,  I  would  give  special  acknowledgment  and 
thanks  to  Senator  James  Jeffords,  a  member  of  this  Committee,  for  his  interest 
and  willingness  to  participate  on  our  behalf  with  the  Vermont  State  Legislature. 
Although  not  a  member  of  this  Committee,  Senator  Patrick  Leahy,  who  sits  on 
the  VA,  HUD,  and  Independent  Agencies  Subcommittee  of  the  Appropriations 
Committee  has  maintained  a  strong  supportive  role  on  veterans'  matters  within 
the  state  and  is  supportive  of  a  substantive  role  within  state  health  reform  for 
our  Medical  Center. 

State  Health  Care  Reform 

The  states  are  in  various  stages  with  regard  to  enacting  health  care  reform 
legislation.  Some  have  already  done  so,  others  are  active  in  the  legislative 
process  and  others  appear  to  be  taking  a  wait  and  see  position.  Regardless  of 
this,  the  Department  of  Veterans  Affairs  should  use  this  opportunity  to  structure 
a  policy  plan  on  how  it  is  going  to  address  the  care  of  veterans  in  a  rapidly 
changing  environment.  In  a  sense,  clearly  in  some  states,  we  are  in  a  position 
where  the  horses  are  on  the  track  and  we  have  to  figure  out  how  to  get  into  the 
race. 

In  other  states,  which  are  in  the  active  process  of  passing  health  care  reform 
legislation,  it  would  make  a  great  deal  of  sense  for  local  officials  to  get  into  a 
dialogue  with  legislators  about  the  needs  of  veterans  so  that  the  statutes  would 
be  felicitous  to  the  plans  and  wishes  of  veterans  and  the  Department. 

The  situation  in  Vermont  serves  as  a  case  example.  The  Vermont  House  of 
Representatives  is  currently  considering  health  care  reform  legislation.  A 
special  Ad  Hoc  Committee  was  formed  by  the  Speaker  to  consider  this  topic. 
The  legislature  passed  Act  160  in  1992  setting  up  a  Health  Care  Authority 
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whose  charge  was  to  present  two  plans  tor  health  care  reform  to  the  legislature; 
one  a  single  payor  plan  and  the  other  a  niulti-payor  plan.  Our  Medical  Center 
has  had  a  role  in  this  process  because  our  Chief  of  Medicine  was  appointed  to 
the  Health  Care  Policy  Advisory  Committee  which  advised  the  Health  Care 
Authority.  The  Director,  Chief  of  Medicine,  Associate  Chief  of  Staff  for 
Ambulatory  Care  and  I  met  with  Governor  Howard  Dean  on  November  30, 

1993  to  discuss  the  Medical  Center's  role.  Subsequently,  there  have  been 
several  meetings  with  members  of  the  Health  Care  Authority.  On  January  24, 

1994  the  Director,  Chief  of  Medicine  and  Ms.  Patricia  O'Neil,  from  the  Office 
of  the  Assistant  Secretary  for  Policy  and  Planning,  testified  before  the  Ad  Hoc 
Legislative  Committee  of  the  Vermont  State  legislature.  The  Legislature  is  in 
the  active  process  of  drafting  reform  legislation.  It  is  important  to  note  that  the 
Health  Care  Authority  Report  embraced  the  principles  of  universal  access  and 
a  standard  minimum  benefit  package. 

We  are  having  ongoing  discussions  with  the  Ad  Hoc  Legislative  Committee 
as  they  attempt  to  craft  a  legislative  package.  Initially,  the  legislators  were 
uninformed  about  the  programs  of  VA.  We  are  attempting,  on  a  regular  basis, 
to  increase  their  level  of  understanding  of  the  needs  of  veterans.  The  legislators 
have  expressed  genuine  interest,  as  evidenced  by  the  fact  that  the  scheduled  20 
minute  hearing  at  which  we  testified  was  extended  to  an  hour  and  20  minutes. 

We  do  not  know  exactly  what  form  the  Vermont  legislation  will  take.  The 
process  is  dynamic  and  lobbying  efforts  from  competing  interests  are  ferocious. 

There  appear  to  be  some  common  principles  which  remain  alive  among  the 
Vermont  legislators  and  these  are: 

•  Universal  Access 

•  Some  form  of  minimum  benefit  plan,  and 

•  Emphasis  on  primary  care  access  close  to  the  citizen's  place  of  residence 

Additionally,  there  appears  to  be  a  strong  sentiment  for  managed  care 
through  purchasing  alliances. 

Should  the  final  legislation  approximate  in  its  substance,  these  principles,  we 
see  the  impact  on  Veterans  to  be  substantial. 

We  are  a  rural  state.  If  VA  were  to  participate  in  such  a  plan,  the  require- 
ment of  primary  care  access  would  have  profound  effects  on  our  ability  to  meet 
our  mandate  to  eligible  veterans.  The  proposed  requirement  that  all  plans 
provide  access  to  primary  care  within  30  minutes  driving  time  from  the  place 
of  residence  has  caused  us  to  develop  a  plan.  We  have  opened  a  fixed  clinic 
in  Burlington,  Vermont.  We  are  using  our  mobile  van  to  service  outlying 
communities  in  the  far  northern  part  of  the  state.  We  have  identified  sites 
where  we  will  have  to  acquire  primary  care  services  if  we  are  to  meet  the  30 
minute  mandate.  Our  initial  plan  would  be  to  acquire  these  services  where 
possible  on  contract.  Secondary  care  would  be  provided  at  the  Medical  Center 
in  White  River  Junction.  Tertiary  services  would  either  be  purchased  at  the 
Medical  Center  in  Burlington,  the  Dartmouth  Hitchcock  Medical  Center  or 
provided  by  VA  facilities  in  Boston. 

We  have  begun  the  planning  process  to  redirect  our  practice  focus  towards 
primary  and  preventative  care,  geriatric  care,  with  emphasis  on  long-term  and 
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intermediate  care  issues,  and  home  care  while  maintaining  our  strong  secondary 
level  of  acute  care. 

Our  major  concern  is  one  of  timing  -  unless  we  are  prepared  to  respond  to 
the  State  Reform  Legislation,  we  see  a  large  potential  loss  in  the  number  of 
veterans  who  will  use  our  care  system. 

Mr.  Chairman,  we  will  be  involved  in  charting  unknown  territory.  We  will 
inevitably  make  mistakes.  It  is  important  that  we  have  the  latitude  for  honest 
errors.  Our  system  of  information  and  attendant  oversight  should  be  designed 
to  reduce  the  magnitude  of  error.  I  know  you  and  the  Committee  will 
understand  this.  I  thank  you  for  this  opportunity  to  testify  on  this  important 
issue.  Your  staunch  support  of  the  Veterans  Health  Care  System  and  its  role 
in  the  emerging  Health  Care  Reform  effort  is  greatly  appreciated. 


PREPARED  STATEMENT  OF  MALCOM  RANDALL,  DIRECTOR,  VA 
MEDICAL  CENTER,  GAINESVILLE,  FL 

Mr.  Chairman,  May  I  first  express  my  appreciation,  on  behalf  of  the 
Directors  and  staff  of  the  VA  Medical  centers  in  Florida,  for  the  opportunity 
to  appear  before  this  distinguished  committee  which  has  contributed  to  the  care 
of  America's  veterans. 

Florida  is  one  of  only  a  few  states  that  have  enacted  legislation  to  begin  the 
health  care  reform  process.  The  Florida  Health  Security  Plan  was  developed  to 
approach  health  care  reform  in  a  comprehensive  manner — seeking  to  reform  all 
aspects  of  health  care  financing,  delivery,  purchasing,  and  regulation  concur- 
rently. The  Florida  Health  Care  Reform  Act  was  enacted  in  1992  and  the 
Florida  Health  Care  and  Insurance  Reform  Act  in  1993. 

In  the  fall  of  1991,  the  Governor  of  Florida  requested  that  Dr.  Leighton 
Cluff,  Gainesville  VA  Distinguished  Physician,  chair  the  "Florida  Health  Care 
Work  Group."  The  purpose  of  the  work  group  was  to  develop  recommendations 
for  the  governor  and  the  Florida  legislature  regarding  the  principles  of  health 
care  reform.  Since  I  felt  this  was  an  appropriate  contribution  that  VA  could 
make  to  health  care  reform  at  large,  I  immediately  agreed  that  Dr.  Cluff's 
experience  in  health  care  policy  issues  as  a  former  President  of  the  Robert 
Wood  Johnson  Foundation  would  uniquely  qualify  him  for  this  role.  In  1992, 
the  Florida  legislature  passed  the  Health  Care  Reform  Act  of  1992-requiring 
the  development  of  a  health  plan  to  ensure  that  all  Floridians  have  access  to 
high  quality,  affordable,  basic,  health  care  by  December  31,  1994. 

The  Agency  for  Health  Care  Administration  (AHCA)  was  created  by  that 
legislation  and  is  responsible  for  overseeing  the  development  and  operations  of 
the  state  health  care  plan.  Florida's  health  plan  utilizes  a  market-based 
approach,  managed  competition,  to  provide  universal  access,  basic  coverage 
and  contain  costs.  Eleven  Community  Health  Purchasing  Alliances  (CHPA's) 
were  established  throughout  the  state  to  band  employers  and  employees 
together,  collect  premiums,  and  distribute  those  premiums  to  certified 
Accountable  Health  Plans  (AHP's).  The  CHPA's  must  offer  all  AHP's  that 
meet  state-established  criteria.  Currently,  an  AHP  must  be  designated  by  the 
Department  of  Insurance  as  either  an  HMO  or  an  insurer.  The  AHP's  will  offer 
benefit  packages  that,  at  a  minimum,  include  the  state's  defined  basic  benefits. 
Basic  health  care  for  all  Floridians  shall  provide  a  continuum  of  care,  early 
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diagnosis  and  treatment  services  and  managed  care  from  a  primary  care 
provider. 

Request  for  proposals  for  AHP's  are  slated  for  issue  in  three  phases:  first  for 
small  employers,  second  for  Medicaid  recipients  and  families  who  are  at  250 
percent  or  less  of  the  poverty  level,  and  third  for  state  employees.  Participation 
in  the  Florida  Health  Plan  is  voluntary  because  of  current  Employee  Retirement 
Income  Security  Act  of  1974  (ERISA)  restrictions. 

In  addition  to  Dr.  Cluff's  role,  other  VA  officials  have  been  actively 
involved  in  the  Florida  health  care  reform  process.  With  the  passage  of  state 
legislation,  I  began  working  with  the  Agency  for  Health  Care  Administration, 
in  my  role  as  VA's  Florida  Network  Chairman,  to  define  the  role  VA  could 
play  in  a  reformed  health  care  market.  I  also  regularly  consulted  with  the 
District  Counsel,  and  Kathy  Jurado,  the  Assistant  Secretary  for  Public  and 
Intergovernmental  Affairs,  and  I  testified  before  both  the  Florida  Senate  and 
House  Health  Care  Committees  to  discuss  the  contributions  VA  makes  to  the 
health  care  of  Florida  citizens. 

We  highlighted  for  state  legislators  and  the  AHCA  staff  that  with  over  1.7 
million  veterans  residing  in  Florida,  the  VA  health  care  program  is  a  vital 
contributor  in  the  state  health  care  system.  For  example,  the  Florida  VA 
facilities  provide  over  1.2  million  outpatient  visits  annually  and  treat  almost 
50,000  inpatients  each  year.  Over  46  percent  of  the  VA  hospital  admissions  are 
for  veterans  who  are  considered  financially  indigent  and  have  no  health 
insurance.  In  addition,  Florida's  veterans  are  older  with  over  38  percent  being 
age  65  years  or  older.  Generally,  patients  65  years  and  older  consume  3  to  4 
times  more  health  care  resources  than  younger  patients. 

In  my  role  as  the  Lead  State  Director  for  Florida,  I  initiated  strategic 
planning  efforts  to  aid  in  the  transition  into  health  care  reform.  The  focus  of  the 
strategic  planning  process  is  on  integrating  the  VA  health  care  program  with 
the  Florida  health  care  reform  program.  The  Directors  of  the  VA  Medical 
Centers  within  the  Florida  Network  set  as  their  primary  goal  the  development 
of  health  care  delivery  that  will  ensure  that  VA  can  successfully  compete  in  the 
reformed  health  care  market. 

In  January  1994,  I  appointed  a  Strategic  Planning  Committee  to  develop  a 
strategic  management  plan  detailing  the  processes  that  are  key  to  the  success 
of  the  program.  The  Florida  Strategic  Planning  Committee  is  comprised  of 
clinical  and  administrative  staff  representing  each  Florida  VA  medical  center, 
representatives  from  the  major  veterans  service  organizations  in  Florida,  the 
Executive  Director  of  the  Florida  Department  of  Veterans  Affairs,  and  the 
District  Counsel.  The  Florida  Strategic  Planning  Committee  has  begun  meeting 
to  insure  that  the  veterans'  organizations,  the  state  Department  of  Veterans 
Affairs,  and  medical  center  staff  are  involved  in  the  process  from  the 
beginning.  A  two  day  meeting  of  this  committee  was  held  on  January  19  and 
20. 

As  a  first  step  in  the  planning  process,  we  conducted  a  situational  analysis. 
This  process  included  a  comprehensive  examination  of  the  Florida  VA  health 
care  program's  strengths,  weaknesses,  opportunities  and  threats.  This  analysis 
facilitated  an  evaluation  of  both  the  internal  organization  (strengths  and 
weaknesses)  and  external  forces  uripacting  the  organization  (opportunities  and 
threats).  As  a  next  step  and   using  the  results  of  the  situational  analysis. 
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objectives  and  action  items  were  developed  to  prepare  VA  for  the  competitive 
health  care  market.  The  Florida  veterans  can  expect,  as  a  result  of  a  competi- 
tive VA  health  care  system,  increased  access,  timely  service,  and  an  enhanced 
focus  on  primary  care.  With  a  focus  on  providing  increased  access  to  veterans, 
health  care  reform  efforts  will  enable  the  VA  facilities  in  Florida  to  provide 
ongoing  primary  care  and  comprehensive  and  timely  specialty  care  to  a  larger 
portion  of  the  Florida  veteran  population. 

After  extensive  discussion  and  careful  analysis,  it  is  the  consensus  of  the 
Director  of  the  Florida  VA  medical  centers  that,  collectively,  VA  in  Florida  is 
in  a  position  to  successfully  compete  in  the  new  health  care  environment.  As 
a  network  of  medical  centers  and  clinics,  we  can  provide  all  aspects  of  health 
care  to  ensure  a  comprehensive  continuum  of  care  is  available. 

Those  of  us  who  are  Directors  in  VA  medical  centers  in  Florida  believe  that 
health  care  reform  will  work.  We  can  compete  successfully.  We  can  compete 
based  on  the  quality  of  our  staff.  We  can  compete  on  overall  hospital  quality, 
as  measured  by  the  last  rounds  of  Joint  Commission  on  Accreditation  of  Health 
Care  Organizations  scores,  where  VA  outscored  private  sector  hospitals.  We 
can  compete  on  cost.  We  can  compete  on  our  experience  in  working  with  a 
global  budget.  We  can  compete  because  we  feel  the  future  is  now,  and  we  will 
compete  to  make  health  care  reform  work  in  order  to  insure  the  future  viability 
of  VA  health  care  system. 


PREPARED  STATEMENT  OF  LARRY  E.  DETERS,  DIRECTOR,  VA 
MEDICAL  CENTER,  NASHVILLE,  TN 

Thank  you  for  the  opportunity  to  appear  before  you  today  to  discuss  state 
health  care  reform  and  its  impact  on  veterans'  health  care  in  the  state  of 
Tennessee. 

On  January  1,  1994,  the  State  of  Tennessee  implemented  the  TennCare 
Demonstration  Project,  a  four  year  project  to  reform  the  state  Medicaid 
Program  and  provide  health  care  to  medically  indigent  citizens  of  the  State  of 
Tennessee.  Three  groups  of  Tennesseans  are  included  in  the  TennCare  Project. 
The  first  and  largest  group  (one  million)  are  the  state's  Medicaid  recipients. 
The  .second  group  are  citizens  of  Tennessee,  estimated  at  700,000,  who  were 
uninsured  in  1993  and  were  not  eligible  for  Medicaid.  The  third  group  of 
approximately  4,000  are  citizens  who  have  been  denied  health  insurance 
because  of  preexi.sting  medical  conditions.  Many  veterans  (including  many  who 
have  received  a  portion  of  their  health  care  from  the  four  Department  of 
Veterans  Affairs  (VA)  Medical  Centers  and  two  Outpatient  Clinics  in  the  State 
of  Tennessee)  are  included  in  these  three  groups.  TennCare  may  be  attractive 
to  these  veterans  because  it  offers  a  more  comprehensive  health  care  plan  than 
VA  is  currently  able  to  provide.  TennCare  provides  its  beneficiaries  preventa- 
tive health  services,  doctor's  visits,  hospital  care,  ambulatory  surgery  and 
prescriptions  within  30  minutes  of  their  home.  It  also  provides  these  .services 
for  the  spouse  and  any  dependent  children. 

The  TennCare  project  is  a  capitated,  market  driven  managed  care  system. 
Managed  care  organizations  (MCO)  compete  with  one  another  to  enroll  patients 
in  these  three  categories.  On  January  I,  the  one  million  Medicaid  recipients 
were  automatically  assigned  to  one  of  the  twelve  managed  care  organizations 
in  the  state.  During  the  month  of  January  these  individuals  were  permitted  to 
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switch  to  the  plan  of  their  choice.  The  other  two  groups  (medically  indigent 
and  uninsurable)  must  complete  an  enrollment  form  and  elect  a  managed  care 
organization.  The  state  has  capped  the  total  number  of  non  Medicaid  enrollees 
at  300,000  for  1994.  It  is  the  state's  hope  that  additional  resources  may  be 
identified  to  allow  the  cap  to  rise  until  it  covers  the  estimated  700,000 
medically  indigent  citizens. 

There  are  521,000  veterans  residing  in  the  state  of  Tennessee.  Last  year  the 
VA  facilities  collectively  provided  care  to  approximately  \4%  (74,000)  of  these 
veterans.  It  is  too  early  to  determine  the  impact  of  the  TennCare  Program  on 
workload  at  VA  facilities  since  most  of  the  veterans  at  risk  of  leaving  VA  did 
not  begin  the  enrollment  process  until  January.  Obviously  the  larger  the  number 
of  medically  indigent  citizens  of  Tennessee  who  enroll,  the  greater  the 
opportunity  for  our  veteran  patients  to  choose  to  leave  the  VA  system. 

The  Department  of  Veterans  Affairs  facilities  in  Tennessee  provide  a  high 
quality  of  medical  care  in  well  equipped  and  staffed  hospitals  and  outpatient 
clinics.  We  have  excellent  relationships  with  veterans  organizations,  other 
health  care  providers  and  our  patients.  We  believe  that  we  can  effectively 
compete  with  private  sector  providers  and  provide  the  state  and  federal 
government  with  leverage  to  reduce  the  rapidly  rising  costs  of  health  care  in 
this  country.  The  President's  Health  Security  Act  clearly  envisions  the 
Department  of  Veterans  Affairs  as  a  major  provider  for  veterans  and  their 
families  and  outlines  the  necessary  legislative  and  regulatory  changes  needed 
to  allow  this  to  happen.  Since  Tennessee  is  moving  in  advance  of  national 
health  care  reform,  we  are  at  a  disadvantage  in  this  competitive  market.  Many 
of  our  patients  are  being  enrolled  with  other  managed  care  organizations,  many 
physicians  and  group  practices  in  more  rural  areas  of  the  state  are  contracting 
with  these  MCO's  and  they  are  gaining  experience  and  expertise  in  how  to 
function  in  this  new  environment.  As  more  states  enact  their  own  reform 
legislation,  the  Department  of  Veterans  Affairs  health  care  system  could  be 
further  disadvantaged. 

Thank  you  again  for  this  opportunity. 


PREPARED  STATEMENT  OF  ELWOOD  HEADLEY,  M.D.,  ACTING 

DEPUTY  UNDER  SECRETARY  FOR  HEALTH,  AND  DIRECTOR,  VA 

NATIONAL  HEALTH  CARE  REFORM  OFFICE 

Good  Afternoon.  It  is  a  pleasure  to  be  here  today  and  have  this  opportunity 
to  speak  to  you  briefly  about  the  Department  of  Veterans  Affairs  and  state 
health  care  reform. 

When  the  President  submitted  the  Health  Security  Act  to  Congress  on 
September  22,  1993,  the  country  had  the  promise  of  a  future  that  would 
guarantee  all  Americans  access  to  affordable  health  care.  It  also  gave  VA  the 
opportunity  to  enter  into  a  new  era  in  delivering  health  care  services  for 
veterans.  The  Health  Security  Act  retains  VA  as  an  independent  health  care 
system  and  gives  all  27  million  veterans  and  their  families  a  chance  to  enroll 
in  a  VA  health  care  plan.  That  fact,  coupled  with  the  benefits  of  improved 
access,  security,  simplicity  and  quality  that  all  Americans  will  enjoy  under  the 
President's  proposal,  are  convmcmg  arguments  for  the  public's  support,  and  in 
particular,  the  veterans'  support  of  the  Health  Security  Act. 
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In  October  1993,  in  response  to  the  proposed  Health  Security  Act  and  the 
anticipated  changes  in  VA  health  care  delivery,  the  Secretary  of  Veterans 
Affairs  established  a  National  Health  Care  Reform  Office  to  plan,  develop  and 
implement  a  coordinated  and  comprehensive  approach  to  VA's  successful 
participation  in  National  health  care  reform. 

Mr.  Chairman,  I  know  that  you  and  the  Congress  are  focused  on  national 
reform.  However,  many  States  are  not  waiting  for  enactment  of  national  reform. 
They  are  actively  pursuing  state  reform  measures  now.  Therefore,  one  of  the 
first  activities  of  the  VA  Health  Care  Reform  Office  was  an  initiative  to  ensure 
and  enable  VA  participation  in  State  health  care  reform  activities.  We  in  VA 
plan  to  move  with  the  States  as  partners  in  developing  better  ways  to  meet 
veterans'  health  care  needs,  reduce  costs  and  maintain  the  highest  levels  of 
quality. 

The  VA  has  compiled  extensive  data  on  state-based  health  care  reform 
activities  occurring  throughout  the  country.  We  have  reviewed  State  legislative 
proposals.  State  health  care  commission  reports  and  other  materials  to  assess 
the  extent  to  which  we  can  anticipate  some  degree  of  effect  on  veterans'  health 
care  delivery.  As  a  result  of  our  review,  we  are  focusing  on  nine  (9)  States  and 
the  Commonwealth  of  Puerto  Rico  that  have  already  enacted  State  health  care 
reform  legislation  or  have  received  or  requested  waivers  permitting  Medicaid 
demonstration  projects.  The  States  are:  Arizona,  Florida,  Hawaii,  Maryland, 
Minnesota,  Oregon,  Rhode  Island,  Tennessee  and  Washington.  In  addition,  we 
are  closely  monitoring  States  in  which  we  expect  significant  health  care  reform 
legislation  to  be  enacted  in  1994.  These  include  California,  Colorado,  Montana, 
New  York,  and  Vermont,  as  well  as  the  Commonwealth  of  Pennsylvania.  We 
also  recognize  that  nearly  twenty  (20)  States  have  special  commissions  or  task 
forces  preparing  reports  to  present  to  their  legislatures,  so  we  can  foresee  an 
increase  in  the  number  of  States  with  health  care  reform  plans  in  the  coming 
months.  We  continue  to  monitor  these  reports  and  the  activities  of  the 
legislatures. 

With  respect  to  the  State  legislation  that  has  already  been  enacted,  our 
review  indicates  that  generally  the  States  are  first  working  to  provide  poor  and 
uninsured  citizens  with  health  care  coverage  through  managed  care  plans.  They 
may  also  plan  to  phase-in  additional  categories  of  residents  over  a  period  of 
years.  States,  such  as  Washington,  that  have  adopted  universal  coverage  still 
require  Federal  waivers  from  ERISA  (Employee  Retirement  Income  Security 
Act),  Medicare  and  Medicaid  restrictions  before  they  may  achieve  full 
implementation. 

Now,  let  me  address  some  specific  concerns  about  VA  and  State  health  care 
reform: 

While  it  is  still  too  early  to  fully  determine  the  actual  effect  on  VA  of  state- 
based  health  care  reforms,  we  do  know  that  some  veterans  who  currently  use 
the  VA  system  will  gain  increased  access  to  other  non-VA  health  care  services. 
These  veterans  may  elect  to  enroll  in  State-approved  health  care  plans,  rather 
than  seek  care  from  VA.  This  may  be  particularly  true  in  States  like  Tennessee 
where  the  basic  benefits  package  is  richer  than  what  VA  is  now  statutorily 
permitted  to  provide,  especially  with  regard  to  outpatient  and  preventive  care 
services. 
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The  number  of  veterans  who  will  become  eligible  tor  State  health  care 
coverage  under  States  reform  varies.  For  instance,  Oregon's  reform  sets  the 
threshold  at  all  citizens  below  the  federal  poverty  level.  Of  the  over  38,()()() 
veterans  treated  at  VA  facilities  in  Oregon,  approximately  4,5()() — or  \27r  of 
the  patients — would  meet  this  requirement.  The  State  of  Florida  sets  25()7r  o\' 
the  federal  poverty  level  as  the  income  threshold  for  their  "MedAccess" 
program.  This  could  affect  an  estimated  21,000  of  the  153,000  veterans  treated 
by  VA  facilities  in  Florida — or  a  potential  149f  of  VA  patients. 

There  are  several  challenges  posed  to  VA  with  State  health  care  reform: 

We  are  a  public  health  care  system  and  lack  experience  in  participating  in 
a  competitive  environment.  We  do  not  currently  have  all  of  the  necessary 
systems  and  structures  in  place  to  operate  like  a  business.  While  we  have 
gained  some  experience  in  recent  years  such  as  billing  third-party  payers 
through  the  Medical  Care  Cost  Recovery  (MCCR)  program,  we  still  have  a 
long  way  to  go  in  this  arena. 

We  are  a  Federal  health  care  system  and  lack  experience  in  dealing  with 
State  governments.  Most  of  the  State  health  care  reform  legislation  that  has 
passed  to  date  has  not  considered  VA  as  a  participant,  primarily  because  the 
States  are  not  aware  of  the  significant  role  that  VA  plays  in  community  health 
care.  Although  we  have  for  years  enjoyed  effective  working  relationships  with 
the  State  Directors  of  Veterans  Affairs,  we  have  generally  not  had  a  great  deal 
of  interaction  with  other  State  officials.  We  know  that  this  must  change  and  are 
working  toward  that  end  as  you  will  hear  later. 

We  are  a  national  health  care  system  and  as  such,  have  requirements 
including  eligibility  criteria  that  apply  system-wide.  Therefore,  we  currently 
lack  the  flexibility  to  tailor  services  to  meet  the  di\erse  requirements  imposed 
by  each  individual  State's  legislation. 

We  are  an  advocate  for  veterans  and  must  strike  a  balance  between 
maintaining  VA's  role  as  a  provider  under  State  health  care  reforms,  and  also 
ensuring  that  veterans  have  access  to  all  the  health  care  choices  and  benefits 
afforded  the  citizens  of  a  State.  In  the  words  of  Edward  Albee.  this  is  "a 
delicate  balance,"  but  one  we  view  as  our  mandate. 

VA  has  responded  to  the  challenges  of  State  health  care  reform  in  several 
ways. 

First,  the  Department  has  developed  a  unified  vision  for  VA's  role  in 
national  health  care  reform.  We  have  a  system-wide  commitment  to  participa- 
tion in  State  health  care  reform  as  a  key  first  step  to  meeting  our  vision. 

Second,  we  designated  one  or  more  VA  medical  center  Directors  within 
each  State  as  "Lead  Director".  These  individuals  are  responsible  for  coordinat- 
ing the  State's  plans  for  VA  participation  in  State  health  care  reform  with  an 
eye  toward  National  health  care  reform.  The  Lead  Director  is  expected  to 
ensure  that  State  and  private  sector  officials  are  aware  of  VA's  current  role  in 
the  State  and  our  interest  in  participating  as  plans  are  being  made  for  State 
reform.  Further,  we  are  encouraging  our  managers  throughout  the  country  to 
become  more  involved  in  their  States'  health  care  reform  activities. 

Third,  we  have  begun  a  state-based  strategic  planning  initiative  that  brings 
together  VA  facilities  in  a  State  to  develop  a  unified  plan  for  proxiding  health 
care  services  to  veteran  customers  and  identify  actions  required  at  the  local  and 
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national  levels  to  ensure  VA  participation.  We  started  this  strategic  planning 
activity  with  the  VA  facilities  in  six  States  that  have  implemented  (or  are 
implementing)  significant  state-based  health  care  reforms.  These  States  are 
Washington.  Oregon,  Tennessee,  Florida,  Vermont  and  Minnesota.  However, 
this  effort  will  be  expanded  shortly  to  incorporate  facilities  in  the  priority 
States. 

Fourth,  we  have  initiated  a  relationship  with  the  Health  Care  Finance 
Administration  (HCFA)  to  ensure  appropriate  consideration  of  VA  and  veterans 
in  their  review  and  approval  processes  of  State  requests  for  Medicaid  waivers. 

Fifth,  we  educate  State  officials  on  the  role  of  VA  in  their  communities.  VA 
is  an  important  national  health  care  resource  that  enhances  the  health  care 
capabilities  of  the  State  and  also  contributes  significantly  to  the  economic 
vitality  of  local  communities.  Last  year  VA  spent  $5.2  billion  on  goods  and 
services  for  its  medical  centers  while  a  labor  force  of  237,000  individuals 
substantially  affected  local  economies.  In  addition,  VA  contributed  S85  million 
to  construction  and  acquisition  of  State  veteran  homes,  and  provided  clinical 
training  to  over  100,000  students  in  the  health  professions. 

Sixth,  we  provide  information  to  State  legislatures  in  a  variety  of  forums  to 
ensure  that  VA  is  considered  in  State  health  care  reform  deliberations.  We  also 
attend  meetings  with  Governors'  Veterans  Advisory  Committees  and  work 
closely  with  representatives  of  Veterans'  Service  Organizations  at  the  State 
level. 

Seventh,  we  will  soon  be  providing  the  Congress  with  a  draft  bill — to 
authorize  pilot  programs  in  a  small  number  of  States  to  allow  VA  to  fully 
participate  in  health  care  reform  efforts  in  those  states.  As  you  know,  when 
Congress  enacted  the  laws  which  shape  our  VA  system,  it  never  contemplated 
the  changes  in  the  health-care  environment  we  are  now  facing.  Existing  Federal 
law  limits  our  ability  to  make  the  changes  needed  for  participation  in  the 
competitive  health  care  delivery  environments  emerging  in  some  States. 

Under  the  proposed  pilots,  participating  facilities  would  be  given  authorities 
similar  to  those  which  are  contemplated  for  the  entire  VA  health  care  system 
under  the  President's  proposal.  The  pilots  would  serve  a  dual  purpose.  They 
would  enable  us  to  actively  participate  in  reformed  State  systems  where  our 
facilities  might  otherwise  face  a  declining  workload  which  might  impair  our 
ability  to  meet  our  mission,  or  result  in  deterioration  in  the  quality  of  our 
services.  More  importantly,  these  pilots  will  help  us  learn  how  to  best  serve 
veterans  in  the  competitive  environment  envisioned  by  the  President's  proposed 
Health  Security  Act. 

Our  proposed  legislation  would  permit  VA  facilities  in  a  State  which  has 
enacted  health  care  reform  to  provide  that  State's  veterans,  and  their  depen- 
dents, with  services  on  the  same,  or  similar,  basis  as  that  veteran  could  receive 
from  any  non-VA  health  plan.  Thus,  at  pilot  sites.  VA  would  be  able  to  enroll 
veterans  in  a  VA  health  plan  just  like  any  other  competing  provider  in  that 
State.  If  the  State  law  required  health  plans  to  furnish  enrollees  and  their 
families  with  a  statutorily  established  minimum  benefits  package,  the  pilot  VA 
plan  would  offer  the  same  package.  If  the  State  program  allows  plans  to  sell 
services  in  addition  to  a  basic  package,  the  VA  plan  would  also  be  permitted 
to  do  so. 
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I  want  to  assure  you  that  VA  will  continue  to  maintain  the  Nation's  long- 
standing commitment  to  provide  veterans  with  the  care  which  they  are  now 
authorized  to  receive.  Accordingly,  our  bill  would  exempt  many  veterans, 
notably  service-connected  and  low  income  veterans,  from  States'  requirement 
that  they  pay  a  premium,  copayment  or  deductible.  In  that  regard,  the  bill  will 
be  consistent  with  the  President's  proposal. 

Other  key  provisions  in  our  proposed  bill  would  broaden  the  ability  of  pilot 
plans  to  both  contract  for  the  care  of  veterans  and  their  dependents,  and  share 
resources  with  other  health  care  providers  when  such  collaborative  arrange- 
ments are  necessary  and  cost  effective.  The  bill  will  authorize  mechanisms  for 
managing  funds  in  pilot  programs,  and  will  authorize  exemptions  at  pilot  sites 
from  certain  constraints  which  limit  administrative  flexibility.  Finally,  the  bill 
will  include  requirements  that  we  report  to  the  Congress  on  our  experiences 
with  the  pilot  programs. 

In  conclusion,  Mr.  Chairman,  let  me  say  that  the  Department  of  Veterans 
Affairs  has  set  forth  its  vision  to  become  a  successful  participant  in  the 
reformed  National  health  care  delivery  system  that  this  country  will  soon  enjoy. 
We  will  offer  a  full  range  of  services,  enhanced  by  education  and  research, 
benefiting  veterans  and  their  families,  and  the  Nation  as  a  whole.  Successful 
participation  in  State  health  care  reform  will  further  our  goals.  National  health 
care  reform  represents  an  unprecedented  opportunity  for  the  VA  health  care 
system  to  become  a  key  player  in  State  and  regional  health  care  systems.  We 
know  that  we  must  move  ahead  now  with  the  States  as  partners  and  we  want 
to  ensure  that  VA  has  an  effective  role  in  the  health  care  activities  that  are 
quickly  moving  forward  in  the  States. 

I  thank  you  for  this  opportunity  to  speak  with  you  and  look  forward  to  your 
questions. 


PREPARED  STATEMENT  OF  JOHN  BOLLINGER,  DEPUTY 
EXECUTIVE  DIRECTOR,  PARALYZED  VETERANS  OF  AMERICA 

Mr.  Chairman  and  members  of  the  Committee,  Paralyzed  Veterans  of 
America  (PVA)  appreciates  this  opportunity  to  express  our  views  on  the 
challenges  facing  certain  VA  medical  facilities  in  maintaining  the  quality  and 
quantity  of  health  care  services  for  veterans  in  states  that  are  about  to  impose 
major  health  care  reform  initiatives. 

National  health  care  reform  legislation,  currently  pending  in  the  Congress, 
will  have  a  profound  effect  on  the  structure  and  the  provision  of  services  within 
the  national  VA  system.  To  a  certain  degree,  the  tools  that  VA  needs  to  help 
ease  that  transition  are  contained  in  the  reform  plan  itself.  In  the  meantime, 
several  states  have  decided  to  move  ahead  of  the  federal  government  to 
implement  their  own  unique  reform  plans.  These  state  governments  have 
completely  ignored  the  contribution  VA  makes  to  health  care  in  their  state. 
They  have  also  ignored  the  fact  that  VA  should  be  a  full  partner  in  the 
provision  of  health  care  under  those  reforms.  Likewise,  up  until  recently,  VA 
has  been  slow  to  realize  the  peril  VA  facilities  in  those  states  would  find 
themselves  in  trying  to  compete  over  patients  and  cost  with  other  private  and 
public  health  systems  while  still  restrained  by  current  outdated  eligibility 
criteria  and  restrictive  administrative  regulations  unique  to  the  federal 
government. 
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Five  years  ago,  PVA  realized  that  the  states,  frustrated  by  the  hick  of 
movement  on  the  part  of  the  federal  government,  would  address  the  growing 
national  health  care  crisis  unilaterally  by  moving  ahead  with  their  own  reforms. 
We  realized  that  VA  medical  facilities  could  be  in  imminent  danger  if  reforms 
in  the  state  either  enticed  veterans  out  of  VA  into  state  programs  to  receive 
enhanced  benefits,  or  precluded  veterans  from  the  state  system  on  the 
assumption  (most  often  false)  that  all  veterans  could  receive  all  the  care  they 
needed  through  VA.  On  the  one  hand  the  VA  patient  base  would  be  decimated 
and  facilities  would  be  closed,  as  was  the  case  with  the  Canadian  veteran 
health  care  system  after  Canada  implemented  universal  coverage.  Under  the 
other  scenario,  VA  health  care  facilities  could  be  swamped  with  veteran 
patients  without  the  resources  to  care  for  them  properly.  And,  those  veterans 
would  continue  to  be  blocked  from  the  full  continuum  of  care  due  to  existing 
fragmented  VA  eligibility  criteria. 

This  misunderstanding  on  the  part  of  the  states  arises  as  much  from  their 
desire  to  reduce  the  cost  of  reforms  by  automatically  excluding  veterans  from 
state  programs  in  the  same  fashion  as  they  exclude  other  federal  beneficiaries- 
Medicare  and  DOD,  for  instance.  It  also  comes  from  the  false  perception  that 
all  veterans  are  eligible  for  care  through  VA,  and  once  they  aiTive  on  the  VA 
doorstep  all  veterans  can  receive  all  the  care  they  need.  The  PVA  response  to 
this  issue  was  to  heighten  awareness  within  the  states  of  the  nature  and 
importance  of  the  VA  health  system,  to  correct  misunderstandings  over  VA 
eligibility,  and  to  point  out  the  importance  of  VA  being  an  equal,  interactive 
partner  in  the  development  and  implementation  of  state  reforms. 

PVA  established  its  State  Health  Care  Reform  Project  to  monitor  state 
reform  activity.  Through  the  work  of  the  Project,  PVA  has  raised  the  concern 
of  potential  conflicts  with  veteran  health  care  through  direct  negotiations  with 
the  Commonwealth  of  Massachusetts  during  the  late  I980's  in  the  context  of 
their  now-stalled  health  care  reform  effort.  PVA  has  also  helped  to  resolve 
veteran  eligibility  conflicts  in  the  reform  efforts  of  both  Hawaii  and  Tennessee. 
At  the  present  time  the  project  continually  collects  and  updates  health  care 
reform  data  on  all  50  states,  the  District  of  Columbia  and  the  territories.  The 
objective  is  to  identify  and  help  resolve  conflicts  between  VA  and  the  state 
before  they  happen.  This  is  more  important  than  trying  to  create  appropriate 
interfaces  after  reforms  are  in  place. 

In  January  1994,  PVA  published  the  first  edition  of  its  summary  and  status 
of  state  health  care  reform  initiatives.  This  matrix  indicates  whether  a  state  has 
included,  or  even  made  reference  to,  the  VA  health  care  system  in  its  planning 
and  legislative  efforts.  A  copy  of  this  document  has  been  made  available  to 
every  member  of  the  Committee.  Sadly,  within  this  review  of  the  reform 
literature,  only  two  states  have  even  mentioned  that  VA  is  a  provider  within 
their  borders  or  a  potential  participant  in  their  reform  efforts.  These  omissions 
need  to  be  corrected. 

Over  the  past  year  PVA  has  communicated  its  concerns  through  a  media 
campaign  in  state  legislative  periodicals,  with  the  governors  and  top  health 
reform  planners  in  all  50  states,  the  members  of  appropriate  Congressional 
committees,  delegations  and  staff,  and  senior  VA  leadership  (As  an  example 
we  are  attaching  a  letter  dated  November  12,  1993  which  was  sent  to  Secretary 
Jesse  Brown).  Our  purpose  is  to  create  an  awareness  of  how  the  state  benefits 
from  the  contribution  VA  makes. 
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•  VA  provides  care  to  a  large  number  of  medically  mdigent  veterans 
relieving  the  state  of  extensive  additional  Medicaid  costs,  uncompensated 
care  and  public  health  care  costs. 

•  VA  provides  a  training  resource  for  health  manpower  and  a  medical 
research  base  within  the  state 

•  VA,  through  sharing  agreements  and  affiliations  with  health  professions 
schools,  is  an  integral  part  of  the  state's  health  infrastructure. 

•  VA  is  a  large  employer  in  every  state. 

From  our  review  of  state  reform  activity  there  are  six  states  that  have  either 
enacted  partial  reforms  or  are  in  the  process  of  imminent  major  reform 
implementation:  Florida,  Minnesota,  Oregon,  Tennessee,  Vermont  and 
Washington.  Of  these,  Florida,  Minnesota.  Washington  and  Vermont  will  offer 
the  most  comprehensive  reform  and  the  most  direct  challenge  to  the  VA  system 
in  their  state.  A  sum.mary  of  each  state  reform  plan  is  attached  to  this 
testimony.  In  each  instance,  reforms  enacted  by  these  states,  both  large  and 
small,  already  have,  or  most  probably  will,  go  into  effect  prior  to  implementa- 
tion of  national  health  care  reform.  VA  must  have  the  tools  to  interact  and 
compete  successfully  with  these  proposals  if  it  is  to  survive  and  maintain  its 
existing  comprehensive  mission. 

The  Congress  and  the  Administration  must  agree  to  give  VA  facilities  in 
those  states  the  flexibility  to  offer  comparable  benefits  and  the  relief  from 
regulation  necessary  to  become  an  equal  partner  within  the  state  system.  This 
flexibility  must  be  provided  in  the  form  of  pilot  programs  involving  VA 
facilities  in  those  states  listed  above.  The  pilot  programs  will  give  VA  in  those 
states  the  opportunity  to  become  a  full  participant  in  the  health  care  system.  It 
will  also  provide  valuable  experience  to  draw  upon  when  the  full  VA  system 
faces  the  same  challenges  in  the  context  of  national  health  care  reform. 

Congressional  action  is  necessary  to  allow  VA  to: 

1)  Offer  a  comprehensive  set  of  benefits  to  veterans  using  VA  medical 
facilities  within  a  state. 

Unfortunately,  VA  would  not  be  facing  this  difficulty  if  the  Congress  and 
the  Administration  had  agreed  to  enact  veterans  health  care  eligibility  reform 
providing  a  standard  benefit  package  containing  the  full  continuum  of  care  last 
year.  However,  that  option  still  remains  with  regard  to  benefit  packages 
designed  for  the  pilot  programs.  As  a  second  option,  the  pilot  programs  could 
offer  a  benefit  package  similar  to  the  basic  benefits  in  H.R.  3600.  the 
Administration's  "Health  Security  Act."  As  a  third  option,  (not  without  hazard 
as  we  will  discuss  later)  each  VA  facility  could  be  authorized  to  offer  benefits 
at  a  level  no  less  than  the  level  of  benefits  authorized  under  the  state  plan. 

2)  Allow  VA  to  establish  needed  community-based  outreach  clinics 
necessary  to  attract  and  serve  its  enroUees. 

The  biggest  adjustment  for  the  VA  system  under  any  health  care  reform 
proposal  will  come  in  its  ability  to  shift  and  expand  out  of  its  traditional  role 
as  an  inpatient,  tertiary  provider  to  a  health  system  offering  the  full  spectrum 
of  care  including  expanded  primary  services.  VA  should  have  additional 
authority  and  resources  to  lease  space  in  the  community  to  bring  primary  care 
services  to  its  patient  population  in  the  same  way  as  any  other  provider  in  the 
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private  sector  would.  VA  facilities  should  also  have  the  authority  to  augment 
their  community-based  operations  through  contracts  and  sharing  agreements 
with  other  providers. 

3)  Allow  VA  to  contract  for  services. 

VA  facilities  in  these  situations  should  not  be  forced  to  become  "all  things 
to  all  veteran  patients."  Within  available  resources,  VA  facilities  should 
maximize  those  things  it  does  best  and  most  efficiently  and  send  the  other 
services  elsewhere,  either  under  contract  or  sharing  agreement  basis. 

4)  Allow  VA  to  provide  services  to  the  family  members  of  veterans,  either 
in-house  or  on  a  contract  basis. 

Such  authority  will  allow  VA  to  match  and  compete  with  the  benefit 
packages  offered  by  other  providers  in  the  state  in  order  to  attract  and  retain 
veterans  in  the  VA  plan.  It  will  also  provide  an  additional  source  of  revenue 
for  the  system.  There  is  certainly  nothing  inconsistent  with  the  traditional  role 
of  VA  in  being  able  to  provide  or  manage  services  to  the  families  of  those  who 
have  served  in  defense  of  this  nation,  as  long  as  the  needs  of  eligible  veterans 
retain  the  primary  focus  of  the  system. 

The  pilot  program  should  ensure  that  VA  facilities  have  the  ability  to  create 
VA-state  working  relationships.  These  relationships  are  essential  to  enhance  the 
use  of  existing  health  care  resources  available  within  a  state  to  contain  costs 
and  make  services  optimally  accessible.  These  working  relationships  should 
include: 

1)  Sharing  excess  VA  resources  within  the  state  on  a  sharing  agreements 
basis. 

2)  Establishing  formal  relationships  between  health  plans  operating  within 
a  state. 

3)  Strengthening  the  relationships  between  VA  and  affiliated  health 
professions  schools  regarding  the  number  and  types  of  manpower  needed  to 
best  serve  the  needs  of  VA  patients. 

4)  Expanding  opportunities  for  cooperative  medical  and  health  services 
research. 

Mr.  Chairman,  PVA  has  identified  three  areas  of  concern  in  the  process  of 
designing  pilot  programs  to  allow  VA  to  interact  successfully  and  survive  under 
individual  state  health  care  reform  initiatives.  These  areas  of  concern  are: 

1)  Designing  an  adequate  benefit/eligibility  package,  while  at  the  same  time 
maintaining  VA's  ability  and  willingness  in  those  states  to  provide  the 
traditional  additional  benefits,  such  as  care  for  spinal  cord  injury  and 
dysfunction,  that  have  been  unique  to  the  VA  system. 

Providing  authority  for  VA  facilities  under  these  circumstances  to  offer  a 
basic  benefit  package  will,  for  many  veterans,  grant  services  they  had  not 
previously  been  eligible  to  receive.  But  basic  benefit  packages,  whether  under 
a  state  reform  plan  or  under  a  national  reform  scenario,  will  also  set  limits  on 
the  amount  of  services  VA  facilities  can  provide.  Various  reimbursement 
scenarios  from  third  parties,  state  or  federal  entities  will  drive  individual 
facilities  to  provide  services  only  up  to  the  authorized  level.  Appropriations, 
under  any  reform  plan  would  still  be  used  to  cover  the  cost  of  additional 
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benefits,  over  and  above  the  basic  state  or  eventual  federal  package,  that  VA 
has  traditionally  provided.  Such  services  include  specialized  rehabilitation, 
prosthetics,  sustaining  and  long-term  care  for  veterans  with  spinal  cord  mjury 
and  dysfunction,  specialized  care  for  other  veterans  with  severe  disabilities, 
blinded  veterans,  and  extended  mental  health  services  that  are  unique  to  the  VA 
system. 

PVA  is  concerned  that  the  drive  for  cost  containment  and  competitiveness, 
coupled  with  an  erosion  in  the  availability  of  the  appropriated  dollar,  will  entice 
individual  VA  medical  facilities  to  shrink  their  benefit  package  to  the  lowest 
common  denominator  and  abandon  or  discard  these  additional  services  viewing 
them  as  a  burden  and  not  a  traditional  obligation  of  the  VA  mission.  Over  the 
years,  VA  has  established  a  comprehensive  network  of  centers  for  the  treatment 
of  veterans  with  spinal  cord  injury  and  dysfunction.  The  centers  have  forged 
a  cadre  of  health  professionals  trained  in  the  specialized  care  of  these  veterans 
and  developed  a  system  of  sustaining  and  extended  care,  rehabilitation, 
research,  prosthetics  and  orthotics  for  spinal  cord  injured  veterans  that  is  unique 
in  the  United  States.  Abandoning  such  a  system  would  be  a  catastrophe  for  VA 
as  well  as  a  tragedy  for  veterans  who  look  to  the  system  to  receive  this 
specialized  treatment. 

We  are  aware  that  the  eventual  demise  of  the  SCI  system  was  raised  in 
positive  tones  more  than  once  at  the  recent  VA  health  care  reform  task  force 
meeting  in  Washington.  Abandoning  these  and  other  specialized  services,  which 
would  be  over  and  above  any  state  or  federal  basic  benefit  package,  seems  to 
PVA  to  be  an  alluring  temptation  for  any  VA  medical  center  director  looking 
to  cut  costs  and  become  more  "competitive.".  There  is  no  mention  or 
authorization  in  title  38,  U.S.C.  for  care  for  veterans  with  spinal  cord  injury  or 
dysfunction,  nor  is  there  any  reference  to  the  existence  of  the  VA  SCI  centers. 
We  firmly  believe  these  and  other  specialized  programs  are  in  danger  under 
any  health  care  reform  scenario. 

PVA  strongly  recommends  that  the  Committee  include  a  specific  mandate 
for  the  continuation  of  these  specialized  services,  in  both  the  legislation  that 
authorizes  the  state  pilot  programs  as  well  as  the  final  version  of  the  national 
health  care  reform  bill. 

2)  Determining  how  the  service  area  of  the  facility  will  be  drawn  in  order 
to  establish  who  will  be  eligible  for  benefits. 

Under  the  state  reform  pilot  program  VA  will  be  creating  islands  of  unique 
standing  and  eligibility  within  the  VA  system.  Individual  VA  medical  centers 
in  certain  states  will  have  unusual  freedom  from  regulation,  unique  funding 
sources  and  administrative  latitude  unknown  in  the  rest  of  the  VA  system. 

However,  at  least  until  national  health  care  reform  is  enacted,  the  greatest 
difference  between  facilities  in  these  states  and  other  VA  medical  centers  will 
rest  in  the  enhanced  benefit  package  they  will  be  authorized  to  offer.  PVA  sees 
this  situation,  as  an  acceptable  anomaly  in  order  to  respond  to  the  state  health 
care  reform  process  to  protect  those  VA  facilities  in  those  states.  While  it  is  not 
necessarily  right,  and  despite  mandates  in  title  38,  there  already  are  major 
differences  in  the  availability  of  services  from  one  VA  to  another  throughout 
the  country.  These  variations  are  the  result  of  the  density  of  the  veteran 
population,  availability  of  resources,  degree  of  patient  load,  and  the  lack  of 
uniform  entitlement  to  care  for  all  veterans. 
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PVA  does  see  major  problems,  however,  in  determining  how  eligibiUty  for 
expanded  benefits  withm  the  service  areas  of  the  faciUties  under  the  pilot 
program  will  be  established.  One  option  would  be  to  limit  expanded  eligibility 
only  to  those  veterans  residing  in  the  state  that  has  enacted  the  reforms.  This 
would  limit  all  out  of  state  veterans,  even  those  who  might  have  the  identical 
current  eligibility  for  care  under  title  38,  to  a  lesser  benefit  from  the  same 
medical  facility.  Such  a  scenario  completely  ignores  the  often  regional  or 
interstate  mission  many  VA  medical  centers  have,  particularly  in  the  provision 
of  specialized  services  such  as  care  for  spinal  cord  injury  or  dysfunction.  It 
establishes  a  gross  inequity  between  veterans  based  solely  on  their  place  of 
residence.  It  also  would  skew  the  results  of  the  pilot  study  by  artificially 
limiting  the  pool  of  VA  users  who  would  naturally  be  in  the  service  area  of 
that  facility. 

PVA  believes  that  the  only  way  to  proceed  in  this  matter  is  to  ignore  the 
state  boundaries  and  establish  eligibility  based  on  the  traditional  service  area 
of  the  facility.  The  financial  impact  on  VA  to  cover  the  additional  benefits  for 
these  out  of  state  veterans  can  be  contained  through  an  enrollment  process  and 
might  even  be  offset  completely  by  the  loss  of  previous  VA  users  who  decide 
to  enroll  in  non  VA  plans  within  the  state  once  reforms  are  enacted.  In  any 
case,  PVA  believes  that  service  area  enrollment  versus  limitations  on  state 
boundaries  are  the  only  logical  option  in  determining  benefit  eligibility. 

3)  Defining  how,  and  from  what  source,  these  pilot  programs  will  be  funded. 

Preliminary  discussions  on  funding  for  the  pilot  programs  call  for  VA  to 
utilize  existing  funds  from  the  medical  care  or  construction  account.  PVA 
objects  strongly  to  this  concept. 

The  Administration's  FY  1995  budget  proposal  will  not  contain  enough 
funds  to  adequately  support  the  VA  system  as  a  whole,  let  alone  provide 
additional  funding  to  support  an  expansion  of  benefits  and  services  in  a  handful 
of  areas  throughout  the  country.  In  our  opinion,  the  pilot  programs  are  being 
designed  to  respond  to  a  unique,  near  emergency  situation  where,  without 
immediate  action,  the  viability  of  existing  VA  facilities  in  those  states  would 
come  under  immediate  question. 

PVA  urges  that  funding  for  the  pilot  programs  come  from  separate 
appropriations  in  the  nature  of  a  grant  program.  Along  these  lines,  the 
Independent  Budget  for  FY  1995  has  designed  an  outline  for  such  a  grant 
program.  We  would  be  happy  to  make  that  proposal  available  to  the  committee. 

Mr.  Chairman,  PVA  congratulates  you  and  the  members  of  the  Committee 
for  holding  this  hearing  and  making  this  issue  a  matter  of  immediate  concern 
at  the  beginning  of  this  session  of  the  Congress.  We  will  be  happy  to  assist  you 
in  any  way  we  can  as  you  work  to  design  this  legislation. 

Thank  you  again  for  your  invitation  to  be  here  today.  I  will  be  happy  to 
answer  any  questions  that  I  can. 
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Paralyzed  Veterans  of  America 

801  1  8th  Street,  NW 
Washiniiton,  DC  20006,  November  12,  J  993. 

The  Honorable  Jesse  Brown 
Secretary  of  Veterans  Affairs 
Department  of  Veterans  Affairs 
801  I  Street,  NW 
Washington,  DC  20091. 

Dear  Mr.  Secretary:  On  behalf  of  the  members  of  Paralyzed  Veterans  of 
America  (PVA),  I  am  writing  to  urge  the  Department  of  Veterans  Affairs  (VA) 
to  submit  legislation  to  the  Congress  as  soon  as  possible  that  would  give  VA 
medical  facilities  the  flexibility  to  respond  immediately  to  competitive  pressures 
arising  from  health  care  reforms  being  implemented  in  certain  states  indepen- 
dent of  the  national  health  care  reform  movement.  Four  states  in  particular, 
Washington,  Oregon,  Minnesota  and  Florida,  have  either  already  started  the 
process  of  major  reform  or  are  on  the  verge  of  doing  so.  Many  other  states  are 
not  far  behind.  These  health  care  facilities  would  surely  lose  their  competitive 
ability  if  they  were  forced  to  wait  until  passage  of  national  health  care  reform 
to  respond  to  changes  in  programs  and  benefits  already  implemented  in  their 
own  states. 

For  the  past  three  years,  PVA  has  maintained  an  active  state  health  care 
reform  project.  This  activity  continues  to  monitor  the  substance  and  timing  for 
reform  in  each  of  the  50  states,  many  of  which  are  way  out  in  front  of  the 
federal  health  care  reform  initiative.  (I  am  enclosing  a  copy  of  our  updated 
state  health  reform  status  report  for  your  review.)  We  are  concerned  that 
whatever  the  states  do  to  either  restrict  or  expand  health  care  eligibility  or 
services  for  their  citizens,  including  veterans,  will  have  a  profound  effect  on 
patient  load  and  resource  allocation  for  VA  medical  facilities  in  those  states. 
Without  the  ability  to  react  to  these  changes,  particularly  in  the  area  of 
eligibility,  VA  medical  facilities  would  be  reduced  to  mere  mute  partners,  able 
only  to  "take  what  comes,"  in  the  competition  over  resources  and  patient  share. 
In  our  discussions  and  communications  with  governors  and  state  health  policy 
experts  we  have  found  a  troubling  lack  of  appreciation  for  the  dilemma  VA 
would  find  itself  in  under  this  scenario.  In  fact,  in  our  review  of  the  literature 
and  state  legislative  initiatives,  only  two  states,  Washington  and  Montana,  even 
mention  the  existence  of  VA  as  a  provider  within  their  borders.  We  want  to 
make  certain  this  oversight  is  not  repeated  by  legislative  and  health  planning 
processes  in  the  federal  government. 

For  this  reason,  we  applaud  your  initiative  to  set  up  a  similar  state  health 
reform  monitoring  system  within  the  VA  Office  of  Public  and  Intergovernmen- 
tal Affairs.  We  would  like  to  make  a  firm  offer  of  assistance  to  share  our 
expertise  and  findings  in  state  health  care  reform  matters  with  this  new  effort. 
In  addition,  we  recommend  that  all  VSO's  be  given  the  opportunity  to  interact 
as  full  partners  with  VA's  newly  established  larger  task  force  studying  the 
Department's  overall  role  and  reaction  in  national  health  care  reform. 

At  the  same  time,  as  stated  above,  we  believe  it  is  imperative  for  VA  to 
move  immediately  in  those  states  that  are  on  the  verge  of  reform  and  design 
a  legislative  package  that  can  give  VA  facilities  in  those  states  the  flexibility 
to   compete   successfully.   These   pilot   initiatives   would   certainly   serve   as 
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guideposts  for  later  VA  adaptations  to  reform  initiatives  in  other  states  and  tiie 
national  health  reform  program  as  well. 

Thank  you  for  your  concern  in  this  matter.  Please  let  us  know  how  PVA  can 
be  of  further  assistance. 

Sincerely, 

Gordon  H.  Mansfield,  Executive  Director. 

REVIEW  OF  6  MAJOR  STATE  HEALTH  CARE  REFORM  PLANS  BY 
PARALYZED  VETERANS  OF  AMERICA 

—FLORIDA— 
The  Florida  Health  Care  Reform  Act  of  1992 

The  Health  Care  Act  of  1992  is  more  of  a  broad  outline  for  reform  than  a 
detailed  plan.  The  legislation  basically  sets  the  groundwork  and  guidelines  for 
later  health  care  reforms  (such  as  the  1993  Health  Care  Act)  to  build  upon. 
However,  in  addition  to  recommending  reform  in  certain  areas  of  health  care, 
the  Act  also  establishes  agencies  such  as  the  Agency  for  Health  Care 
Administration  and  programs  like  the  Florida  Health  Corp,  which  are  both 
important  additions  to  Florida's  health  care  marketplace. 

Under  the  Act,  the  Agency  for  Health  Care  Administration  consolidates  the 
regulatory  functions  of  numerous  state  departments.  The  Agency's  responsibili- 
ties include  hospital  rate  regulation,  facility  and  professional  licensure,  planning 
and  hospital  budget  review  as  well  as  overseeing  much  of  the  reforms 
mandated  by  the  1993  health  care  legislation.  The  Florida  Health  Corps  on  the 
other  hand,  is  not  a  regulating  body,  but  is  rather  a  program  designed  to 
improve  access  to  quality  health  care  in  medically  underserved  areas.  The 
Florida  Health  Corps  will  accomplish  this  goal  by  providing  scholarship  and 
loan  repayment  assistance  to  health  professionals  who  serve  in  rural  and  other 
medically  underserved  areas. 

In  terms  laying  the  groundwork  for  health  care  reform,  the  1992  legislation 
provides  the  opportunity  for  substantial  change.  First,  the  Act  mandates  the 
development  of  a  two-phase  Florida  Health  Plan  to  provide  all  residents  with 
access  to  an  affordable  basic  benefit  package.  Phase  One  is  a  voluntary 
program,  and  Phase  Two  is  a  mandatory  program,  implemented  only  if  the 
voluntary  program  is  judged  unsuccessful.  In  Phase  One,  employer  incentives, 
market  reform  and  expanded  state  programs  are  used  to  encourage  employers 
to  cover  their  workers  and  to  provide  access  to  insurance  for  other  uninsured. 
As  stated  above,  these  reforms  are  voluntary:  no  one  is  mandated  to  participate. 
However,  if  these  voluntary  reforms  do  not  meet  the  access  goals  of  the  state, 
then  a  mandatory  state-run  program  will  be  activated  which  will  require 
employer  coverage,  institute  stricter  market  reforms,  and  further  expand  state 
assistance  to  low  income  workers  and  the  unemployed.  Detailed  plans  on  how 
either  Phase  One  or  Phase  Two  would  function  are  not  included  in  this 
legislation,  but  the  beginnings  of  how  these  goals  will  be  achieved  can  be 
found  in  the  Health  Care  Act  of  1993. 

In  addition,  the  '92  Act  also  calls  for  the  development  of  standardized 
medical  practice  parameters,  small-business  insurance  reform,  assurances  for 
portability  of  coverage,  the  development  of  conversion  policies,  supplemental 
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Medicare  insurance,  long-term  care  insurance  and  the  determination  of  the 
minimum  standards  for  total  disability.  Many  of  the  recommendations 
developed  to  address  these  health  care  problems  have  found  their  way  into  the 
1993  Health  Care  Act,  a  more  detailed  plan  for  reform. 

The  Florida  Health  Care  Reform  Act  Of  1993 

Drawing  on  the  reforms  and  recommendations  set  by  the  Health  Care  Act 
of  1992,  the  1993  Act  institutes  concrete  programs  and  reforms  that,  according 
to  Governor  Chiles  "will  make  health  care  accessible  and  affordable  to  all."' 
The  major  aspects  of  the  Act  include  the  creation  of  I  I  regional  health 
purchasing  pools,  the  establishment  of  a  low  income  insurance  program,  and 
expansion  of  the  Agency  for  Health  Care  Administration.  For  now,  participa- 
tion in  Florida's  health  care  reforms  are  voluntary,  and  impose  neither  price 
controls  nor  employer  mandates. 

Each  of  the  1 1  regional  purchasing  pools  (known  as  Community  Health 
Purchasing  Alliances  or  CHPA's)  will  be  non-profit  organizations  which  will 
be  headed  by  17  member  boards  of  directors,  and  are  scheduled  to  go  into 
effect  by  April  I,  1994.  The  CHPA's  will  not  provide  insurance  themselves, 
but  will,  like  most  managed  competition  plans,  contract  with  state  certified 
insurance  plans  (known  as  Accountable  Health  Partnerships  or  AHP's)  to 
provide  service  to  members.  In  addition  to  purchasing  leverage,  the  CHPA's 
will  provide  information  to  members  concerning  the  price,  quality,  patient 
satisfaction,  and  enrollee  responsibilities  of  the  AHP's.  Due  to  a  compromise 
between  Governor  Chiles  and  providers,  insurers  and  other  politicians, 
membership  in  the  CHPA's  will  be  limited  to  those  who  receive  their  coverage 
from  the  state;  individuals;  Medicaid  recipients;  and  small  businesses  with 
fewer  than  50  workers.  However,  any  person  or  business  will  have  access  to 
the  information  services  provided  by  the  CHPA's. 

For  those  low  income  Florida  residents  who  need  additional  help  in 
affording  coverage,  the  1993  Act  creates  a  state  insurance  program  known  as 
MedAccess,  and  plans  later  for  a  Medicaid  Buy-In  program  which  will  be 
established  if  the  state  can  obtain  the  proper  federal  waivers.  MedAccess  will 
be  offered  to  Floridians  with  gross  family  income  that  is  equal  to  or  below 
250%  of  the  federal  poverty  level  and  who  are  not  already  eligible  to  receive 
Medicare  or  Medicaid  benefits.  It  will  offer  a  basic  benefits  package  that  will 
emphasize  primary  and  preventive  care.  Premiums  and  copayments  will  be  paid 
for  by  individuals  and  employers,  and  MedAccess  members  will  add  their 
buying  power  to  the  CHPA's.  If  the  state  can  obtain  federal  approval  then 
Florida  would  offer  the  Medicaid  Buy-In  program  to  individuals  at  or  below 
250%  of  the  federal  poverty  level  and  would  (unlike  Medicaid)  use  income  as 
the  sole  eligibility  criterion.  Combining  with  current  Medicaid  beneficiaries,  the 
Medicaid  Buy-In  program  would  then  be  the  sole  publicly  supported  health 
insurance  program  for  low  income  residents.  With  the  implementation  of  the 
Medicaid  Buy-In  program,  MedAccess  would  most  likely  become  a  publicly 
sponsored  commercial  insurance  program  which  would  offer  small  businesses 
a  low-cost  health  insurance  alternative. 

The  1993  Health  Care  Act  expands  the  responsibilities  of  the  Agency  for 
Health  Care  Administration.  Under  the  1993  Act,  the  Agency  becomes 
responsible  for  developing  state  practice  parameters,  producing  a  standardized 
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claim  form  for  providers  and  insurers,  establishing  statewide  benefit  standards 
and  supervising  the  CHPA's. 

Small  businesses  and  medically  underserved  areas  also  stand  to  benefit  from 
the  1993  reforms.  The  Act  prevents  the  tying  of  the  price  of  health  care 
coverage  for  small  companies  to  the  health  of  their  employees.  Insurers  will  no 
longer  be  able  to  base  premiums  for  firms  with  50  or  fewer  employees  on  the 
medical  condition  of  the  workers,  or  on  the  jobs  they  perform.  The  1993  Act 
requires  insurers  to  use  a  modified  community  rating  —  setting  premiums 
adjusted  only  on  the  basis  of  geography,  sex,  age,  family  composition,  and 
tobacco  use.  For  the  improvement  of  health  services  in  rural  regions,  the  Act 
calls  for  the  development  of  rural  health  networks  and  special  work  groups  to 
investigate  health  problems  in  medically  underserved  areas. 

The  Florida  Health  Care  Reform  Act  of  1993  is  not  a  universal  access  health 
care  plan.  As  stated  above,  the  reforms,  for  the  most  part,  are  voluntary,  and 
thus  will  not  include  everyone  who  could,  or  should  receive  health  care.  If  the 
Act  fails  to  provide  adequate  change  in  the  health  care  marketplace,  mandatory 
regulations  will  follow.  Proponents  of  the  1993  Act  hope  that  mandatory 
controls  will  not  have  to  be  implemented,  but  many  feel  that  is  exactly  what 
must  happen. 

—MINNESOTA— 

The  Minnesota  Health  Right  Act  (MinnesotaCare  Part  1) 

Enacted  in  April  1992,  this  large  piece  of  legislation  calls  for  several  major 
health  reforms.  Most  notably,  the  Act  establishes  the  MinnesotaCare  program; 
sets  reforms  in  the  small  business  insurance  market  through  the  Minnesota 
Small  Employer  Health  Benefit  Act  and  the  Minnesota  Employers  Insurance 
Program;  and  calls  for  malpractice  reform.  In  addition,  the  Act  also  establishes 
reform  initiatives  concerning  rural  health,  health  professional  education,  and 
data  collection  and  research. 

The  Act  requires  the  Health  Commissioner  to  establish  statewide  and 
regional  limits  on  growth  in  health  care  spending.  The  Minnesota  Health  Care 
Commission  is  also  directed  to  submit  a  plan  to  slow  the  growth  in  health  care 
spending.  The  goal  of  the  plan  must  be  to  reduce  the  health  care  inflation  rate 
by  at  least  ten  percent  a  year  for  the  next  five  years.  The  cost-containment 
measures  include  limits  on  new  and  existing  technologies,  the  institution  of 
mandatory  practice  parameters,  outcomes  research  to  identify  appropriate  and 
inappropriate  spending,  designated  "centers  of  excellence"  as  the  only  sites 
where  certain  procedures  may  be  performed,  designated  volume  minimums  for 
procedures,  and  a  public  education  campaign  to  improve  and  increase 
individual  responsibility  for  personal  health.  Much  of  the  cost  containment 
strategies  are  found  in  the  1993  MinnesotaCare  Legislation  (see  below). 

The  MinnesotaCare  Program  is  a  state  subsidized  health  care  plan  for  low 
income  state  residents  who  do  not  qualify  for  Medicare  or  Medicaid  and  have 
no  access  to  subsidized  health  insurance  from  their  employer.  The  Program 
offers  a  basic  benefit  plan  delivered  through  a  managed  care  organization  and 
ensures  community  rating  and  guaranteed  eligibility.  The  financing  for  the  plan 
comes  from  a  five  cent  increase  in  the  state's  cigarette  tax  and  provider  taxes. 
Out-of-state  hospitals  which  serve  more  than  20  Minnesotans  a  year  are  also 
subject  to  the  tax,  a  fact  to  which  they  obviously  object.  While  providers 
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dislike  the  program  because  of  the  provider  taxes,  the  MinnesotaCare  Program 
has  drawn  much  pubHc  and  government  support.  The  Program  will  also  serve 
as  a  test  population  of  sorts  for  future  health  care  reform,  as  it  will  be  one  of 
the  first  publicly  funded  groups  to  be  brought  into  the  Integrated  Service 
Networks  that  were  created  by  the  1993  MinnesotaCare  legislation  (see  below). 

The  1993  MinnesotaCare  Act 

The  1993  Legislation  is  the  second  part  of  the  ongoing  development  of  the 
MinnesotaCare  Plan.  The  1993  edition  adds  more  detail  to  the  1992  plan  of 
increasing  health  care  access  while  controlling  costs.  Most  importantly,  health 
care  networks  known  as  Integrated  Service  Networks  (ISN's)  are  created  and 
regulated  by  the  state  to  provide  cost  control.  Provider  participation  in  these 
ISN's  is  not  required,  but  providers  that  do  not  join  ISN's  will  become  part  of 
a  more  restrictive  All-Payer  System.  The  ISN's  will  help  to  control  costs  by 
including  all  health  care  at  a  capitated  rate,  while  the  All-Payer  system  will 
work  in  a  similar  way,  instituting  a  uniform  fee  schedule  or  rate  structure  to 
control  costs.  The  Commissioner  of  Health  is  charged  with  establishing  up  to 
5  standard  ISN  benefit  plans  which  will  encompass  a  range  of  cost  sharing 
options.  In  addition,  the  ISN's  will  be  obligated  to  offer  health  care  coverage 
to  all  state  residents  and  cannot  refuse  coverage  to  any  individual  or  group  on 
the  basis  of  preexisting  conditions  or  other  risk  factors.  Officials  anticipate  that 
the  networks  will  be  similar  to  HMO's,  but  with  budget  caps.  Many  of  the 
details  concerning  the  ISN's  and  the  All-Payer  System  have  yet  to  be  worked 
out  before  the  targeted  operation  date  of  July  1994. 

The  importance  of  cost  control  is  attributed  to  the  annual  state-wide  growth 
limits  on  health  care  that  is  mandated  by  the  MinnesotaCare  Act.  The  goal  of 
the  plan  is  to  reduce  the  current  rate  of  health  care  growth  by  ten  percent  per 
year.  Beginning  in  1994,  growth  limits  for  health  care  will  be  tied  to  the 
growth  in  the  Consumer  Price  Index  plus  a  decreasing  percentage,  until  1999, 
when  health  care  growth  will  mirror  the  increase  of  the  Consumer  Price  Index 
exactly.  To  accomplish  this  goal,  the  Commissioner  of  Health  will  impose  and 
enforce  growth  limits  and  maximum  cost  charges  on  the  ISN's  and  the  All- 
Payer  System. 

The  MinnesotaCare  Plan  is  an  evolving  program,  and  the  1994  State 
Legislature  will  provide  more  operational  details.  Integration  of  federal 
programs  into  the  ISN's  and  All-Payer  system  seems  likely  —  whether  through 
state  mandates  or  needed  federal  flexibility.  While  the  MinnesotaCare  plan  does 
not  contain  any  individual  or  employer  mandates,  state  officials  hope  that  the 
instituted  reforms  (a  re-organized  delivery  system;  individual  and  small  market 
insurance  reforms;  expansion  of  insurance  programs  for  low  income  residents) 
will  bring  about  near-universal  coverage. 

—OREGON— 

The  Oregon  Health  Plan 

The  Oregon  Health  Plan  is  state's  attempt  at  providing  its  citizens  with  near- 
universal  access  to  health  care.  Known  primarily  for  the  prioritized  list  of 
medical  procedures  (or  "rationing  experiment",  according  to  critics),  the  Oregon 
Health  Plan  consists  primarily  of  three  laws  passed  in  1989:  the  Oregon  Basic 
Health  Services  Act  (SB  27);  The  Health  Partnership  Act  (SB  935)  and  the 
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Oregon  Medical  High  Risk  Pool  (SB  534).  The  Plan  also  includes  a  small 
business  insurance  law  passed  in  1991  (SB  1076)  and  a  1993  final  implementa- 
tion law  (SB  5530). 

The  Oregon  Basic  Health  Services  Act  reorganizes  the  state's  Medicaid 
system.  First,  the  Act  extends  benefits  to  100%  of  the  federal  poverty  line, 
adding  an  estimated  120,0(J0  residents  to  the  243,000  residents  already 
receiving  Medicaid  benefits.  Funding  for  these  added  recipients  comes  from  the 
restructuring  of  the  benefits  program.  Developed  by  an  eleven-member  Health 
Services  Commission,  the  new  benefits  program  is  a  prioritized  list  of  696 
"condition/treatment  pairs"  ranked  on  the  basis  of  effectiveness  and  cost- 
efficiency.  Based  on  funding  estimates,  the  top  565  condition/treatment  pairs 
will  be  covered  under  the  plan.  These  covered  benefits  encompass  a  wide  range 
of  treatments  —  including  most  of  the  original  Medicaid  benefits  plus  many 
others.  The  benefit  lists  will  continue  to  be  refined  —  new  lists,  including 
funding  cut-offs  will  be  developed  every  two  years  by  the  Health  Services 
Commission. 

The  Health  Partnership  Act  is  Oregon's  "play  or  pay"  employer  mandate. 
Originally  scheduled  to  go  into  effect  for  all  businesses  on  July  I,  1995,  the 
mandate  has  been  postponed  to  April  1997  for  large  businesses  and  to  January 
1998  for  small  businesses,  and  may  be  repealed  altogether.  If  the  state  is  unable 
to  obtain  a  federal  ERISA  waiver  by  January  1,  1996,  then  the  employer 
mandate  portion  of  the  Oregon  Health  Plan  will  be  removed.  If  the  mandate 
does  go  into  effect,  it  will  follow  the  classic  "play  or  pay"  model  where 
businesses  either  offer  insurance  to  their  employees  or  they  pay  a  surcharge  to 
fund  a  pool  for  subsidizing  uninsured  workers. 

Two  other  bills  work  to  provide  affordable  insurance  to  certain  populations. 
The  medical  high  risk  pool  (SB  534)  was  created  to  provide  health  care  to 
otherwise  uninsurable  residents.  The  state  shares  the  financial  responsibility 
with  insurers  for  the  coverage  of  the  medically  uninsurable,  and  participants 
pay  no  more  than  150%  of  a  standard  premium.  SB  1076  requires  small 
business  insurers  to  guarantee  issue  and  renewal,  practice  modified  community 
rating  and  to  offer  a  small  employer  basic  health  plan. 

After  years  of  wrangling  and  debate,  the  Oregon  Health  Plan  finally  made 
it  through  its  last  hurdle  on  September  14,  1993  with  the  passing  of  SB  5530. 
SB  5530,  spurred  on  by  the  granting  of  a  federal  waiver  in  May  of  1993, 
implements  the  Oregon  Health  Plan  and  includes  the  ERISA  provision 
concerning  the  employer  mandate  (above).  Battle  over  the  ERISA  waiver  is 
expected  to  be  intense  over  the  next  two  years,  with  employers  focusing  their 
lobbying  targets  on  federal,  rather  that  state  legislative  leaders.  If  the  employer 
mandate  is  not  enacted,  the  state  will  fall  far  short  of  their  near-universal 
access  plans,  however,  thanks  to  the  Medicaid  and  small  employer  reforms  and 
the  establishment  of  the  medical  high  risk  pool,  Oregon  will  continue  to  be  a 
leading  state  in  health  care  reform. 

—TENNESSEE— 

TennCare 

Facmg  an  estimated  $764  million  Medicaid  shortfall  and  approximately 
780,000  uninsured  state  residents,  Tennessee  Governor  Ned  McWherter  spent 
most  of  1993  pushing  for  a  major  overhauling  of  the  current  government 
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system  of  providing  health  care  tor  the  poor.  Instead  of  slashing  benefits, 
raising  taxes  or  trimming  Medicaid  enrollment,  McWherter's  office  developed 
the  TennCare  plan.  TennCare  places  the  state's  Medicaid  population  (except  for 
nursing  home  services)  into  managed  care  plans. 

Officials  claim  that  TennCare,  which  received  a  federal  Medicaid  waiver 
from  HCFA  on  November  18,  1993,  will  eventually  be  able  to  cover  an 
additional  500,000  low  income  residents  who  are  currently  uninsured,  at  no 
additional  cost.  Proponents  believe  that  the  funds  to  cover  the  additional 
residents  will  come  from  the  savings  that  the  state  receives  from  shifting 
Medicaid  recipients  into  managed  care  organizations.  With  waiver  in  hand,  the 
state  has  already  begun  to  implement  the  program  since  its  official  opening  on 
January  1,  1994. 

In  addition  to  public  funds,  the  plan  calls  for  certain  financial  involvement 
on  the  part  of  the  enrollees.  Premiums  and  co-payments  will  be  determined  by 
family  income.  Those  with  family  income  below  100%  of  the  poverty  line 
(including  current  Medicaid  recipients)  receive  free  care,  those  between  100% 
and  200%  of  poverty  contribute  on  a  sliding  scale,  while  those  over  200%  of 
poverty  pay  a  flat  20%  and  $1,000  deductible  towards  their  care.  As  an 
incentive  to  stay  healthy,  deductibles  and  copayments  are  waived  for  both 
preventive  services,  and  for  prenatal  care  for  women  earning  up  to  200%  of  the 
poverty  level. 

Enrollment  in  TennCare  is  limited  to  only  current  Medicaid  recipients  and 
those  who  were  uninsured  as  of  March  I,  1993,  to  make  sure  that  residents  do 
not  dump  their  current  insurers  to  join  the  state-supported  plan.  There  are  also 
provisions  in  the  legislation  that  makes  it  clear  that  Medicaid's  'spend  down' 
requirements  does  not  apply  to  prospective  TennCare  enrollees.  Of  concern  to 
veterans  was  an  eligibility  provision  which  stated  that  "anyone  who  is  or 
becomes  eligible  for  another  federal  program,  such  as  Medicare,  and  would  not 
also  meet  the  eligibility  requirements  for  Tennessee  Medicaid  and  would  not 
be  covered.""  "Another  federal  program"  was  taken  to  include  resident  veterans 
eligible  for  VA  care.  State  officials,  however,  did  not  take  into  consideration 
VA's  complex  eligibility/entitlement  rules  and  assumed  that  every  veteran 
receiving  services  through  VA  was  given  comprehensive  medical  care.  The 
state  has  since  reversed  itself,  no  longer  considering  access  to  the  VA  hospital 
system  in  TennCare  eligibility  criteria. 

—VERMONT- 
VERMONT  Health  Care  Act  of  1992  (Act  160) 

The  Health  Care  Act  of  1992  creates  the  Vermont  Health  Care  Authority 
(VHCA)  directed  to  develop  two  alternative  universal  access  health  care 
systems  —  a  single  payer  system  and  a  regulated  multiple  payer  system.  On 
November  1,  1993  the  Authority  unveiled  their  two  systems  for  consideration 
by  the  1994  state  legislature.  Each  plan  was  required  to,  and  included,  several 
provisions:  universal  coverage  emphasizing  preventive  care;  encouraged 
enrollment  in  provider  networks,  global  budgeting,  a  standard  benefits  package, 
cost  containment  incentives,  portability  of  benefits,  a  provider  reimbursement 
system  and  recommendations  for  including  long  term  care  at  a  future  date. 

In  addition  to  mandating  the  development  of  the  universal  access  plans,  the 
Act  also  calls  for  the  incremental  adoption  of  a  binding  Unified  Health  Care 
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Budget  by  July  1,  1994.  The  budget  will  consist  of  the  total  amount  of  money 
to  be  spent  of  all  services  provided  by  health  care  facilities  and  providers  in  the 
state,  and  will  function  as  the  main  provision  for  controlling  health  care  costs 
in  Vermont.  Other  market  reforms  are  also  included.  The  act  extends  the  state's 
small  business  community  rating  law  to  individuals  and  also  expands  the  state' 
Dr.  Dynasaur  program  for  low  income  children  up  to  age  18.  Malpractice 
reform,  primary  care  physician  training  initiatives  and  the  establishment  of 
Integrated  Networks  of  Care  are  also  part  of  the  legislative  package. 

—WASHINGTON— 

On  May  17,  1993  Washington  State  Governor  Mike  Lowry  signed  into  law 
the  Washington  Health  Services  Act  of  1993,  a  package  of  legislation  that  has 
been  called  "the  most  comprehensive  health  care  reform  bill  adopted  by  any 
state". ^  Full  implementation  of  the  Act,  however,  will  require  the  various 
federal  waivers  in  order  to  include  Medicare  and  Medicaid  recipients.  In 
addition,  the  Washington  State  Legislative  Committee  will  also  study  how  to 
consolidate  federal  programs  such  as  VA,  CHAMPUS,  etc.  under  the  state 
purchasing  agent. 

The  Health  Services  Act  promises  universal  coverage  to  all  Washington 
residents  by  July  1,  1999.  The  Act,  which  is  basically  a  managed  competition 
plan  with  price  controls,  creates  a  Uniform  Benefit  Package  of  services  for 
which  all  residents  will  be  covered.  The  exact  contents  of  the  Uniform  Benefit 
Package  will  be  determined  by  a  five  member  committee,  known  as  the  Health 
Services  Commission,  who  will  also  set  a  maximum  premium  that  could  be 
charged  by  insurers  for  the  Package.  Each  state  resident  will  be  required  to 
purchase  the  Uniform  Benefit  Package  at  a  minimum  by  1999. 

Payment  of  health  care  premiums  will  be  accomplished  in  several  ways. 
First,  all  employers  of  full-time  (30+  hours  per  week)  workers  will  be  required 
to  pay  at  least  50%  of  the  lowest  priced  premium  offered,  while  employers  of 
part-time  workers  will  pay  a  pro-rated  percentage  of  the  health  care  premium 
based  on  the  hours  their  employees  works.  Small  businesses  and  low  income 
workers  will  be  eligible  for  certain  state  assistance  in  paying  their  premium 
shares.  The  unemployed  will,  for  now,  (until  or  if  a  federal  waiver  is  procured) 
be  covered  by  an  expansion  of  existing  government  programs  (such  as 
Medicaid,  and  Washington's  Basic  Health  Plan  and  First  Steps  program),  that 
will  be  funded  by  an  increase  in  taxes  (mostly  provider  and  "sin"  taxes).  Also, 
large  businesses  (7,000+)  will  be  able  to  offer  benefits  to  their  employees,  as 
long  as  their  plans  meet  most  of  the  requirements  that  apply  to  the  Certified 
Health  Plans. 

The  Act  calls  for  the  creation  of  four  Health  Insurance  Purchasing 
Cooperatives  (HIPC's)  for  the  general  public  and  a  Consolidated  State 
Purchasing  Agent  (CSPA)  for  those  residents  who  receive  their  coverage  from 
the  state.  If  the  state  is  able  to  obtain  the  proper  waivers,  Washington  would 
also  like  to  include  federal  programs  such  as  Medicaid,  CHAMPUS  and 
Veteran  Services  in  the  Consolidated  State  Purchasing  Agent.  These  large 
purchasing  pools  will  contract  with  the  state's  Certified  Health  Plans  (CHP's) 
to  obtain  the  best  prices  available  by  using  their  combined  consumer  clout.  By 
1995,  all  insurers  in  the  state  must  be  Certified  Health  Plans.  To  become  a 
CHP,  an  insurance  group  must  be  approved  by  the  Health  Services  Commission 
which  requires  that  each  plan  be  a  managed  care  organization,  include  the 
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Uniform  Benefit  Package,  and  offer  the  Package  under  the  estabhshed  premium 
cap.  In  addition,  the  CHP's  must  practice  community  rating,  accept  everyone 
that  applies  (regardless  of  age,  heahh  status,  etc.),  cannot  cancel  or  refuse 
renewal  of  coverage  and  also  cannot  balance  bill  or  charge  extra  fees  for 
services  included  in  the  Uniform  Benefits  Package. 

Insurers  will  compete  with  each  other  by  offering  the  Uniform  Benefits 
Package  to  consumers  for  rates  under  the  established  premium  cap.  Insurers 
may  also  compete  for  enrollees  by  offering  additional  covered  services  which 
supplement  the  Uniform  Benefits  Package.  Maximum  premiums  for  this 
additional  coverage  will  also  be  set  by  the  Commission. 

In  addition  to  a  managed  competition  approach,  health  costs  will  be 
controlled  by  several  other  measures.  First  of  all,  beginning  in  1996,  the  rate 
of  increase  in  the  maximum  premium  will  be  reduced  by  two  percentage  points 
per  year  until  it  equals  the  rate  of  growth  in  Washington  State's  per  capita 
income.  Health  plans  will  also  be  coordinated  so  that  no  person  is  covered  by 
more  than  one  plan,  thereby  streamlining  billing  and  claims  procedures. 
Malpractice  reform,  focusing  efforts  on  primary  rather  than  emergency  care, 
and  using  copayments  and  coinsurance  to  limit  consumers'  use  of  unnecessary 
services,  are  more  cost  control  measures  that  are  included  in  this  reform 
package. 

In  order  to  successfully  ensure  that  all  residents  receive  adequate  coverage, 
the  Washington  plan  includes  provisions  to  increase  the  number  of  primary  care 
physicians  and  access  to  health  care  for  those  residents  in  medically  under- 
served  areas.  The  Act  provides  incentives  such  as  scholarship  and  loan 
repayment  programs  that  will  be  offered  to  University  of  Washington  graduates 
who  enter  primary  care  residency  programs.  In  addition,  medically  underserved 
areas  will  be  allowed  to  "sponsor"  students  who  will  practice  in  their 
communities.  The  state  government  will  also  help  by  creating  area  health 
centers  and  establishing  more  residency  programs  in  medically  underserved 
areas. 

While  the  Washington  Health  Services  Act  has  received  much  political 
support,  there  are  also  critics  who  question  the  affordability  of  the  reform 
program.  Small  and  mid-sized  insurers  fear  that  they  will  be  priced  out  by  the 
large  insurance  companies  and  small-businesses  are  still  concerned  about  their 
ability  to  purchase  health  insurance  despite  promises  of  state  aid.  While  the 
Washington  plan  promises  universal  access  to  health  care,  the  plan  does  not 
include  one  group:  migrant  workers,  a  fact  which  most  farmers  object  to. 
Despite  these  concerns,  the  legislation  successfully  made  it  through  the  state 
hurdles  to  become  law.  Now  the  Act  faces  its  greatest  obstacles,  namely  the 
federal  waiver  process  and  the  program's  smooth  implementation. 


Notes: 

\.AHA  News,  April  12,  1993:  p.l. 

2.  TennCare  application  for  Section   1115  Demonstration  Waiver  to  the 
Department  of  Health  and  Human  Services,  June  16,  1993. 

3.  AHA  News,  May  3,  1993. 
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Foreword 


PVA,  Spinal  Cord  Injury,  VA, 
and  State  Reforms 

Since  lis  ininrpiiniluin  in  19-17,  ['\A 
has  scned  Jual  roles.  ,is  aJvinalc  lo  \clc!- 
.uis  .indadvcKali.'  Ui  disabled  piipulalKins 
While  Diher  velenins  ser\  lee  nraaniza- 
iHins  ha%'e  eonccniraicd  siiIeK  upon  wier- 
an  toneems.  PVA  has  Icvuscd  on  disabili- 
i\  issues  \Mih  xs  much  eoinmiimeni. 
Whether  working  tor  passage  ot  ihe 
\nhrit  I//H  Wiih  Disuhiliius  An  (ADA  i. 
lundnii;  spinal  eord  research,  or  lormulat- 
ini;  health  polics.  PVA  has  worked  lo  hel- 
ler ihe  lues  ol  our  members,  other  veler- 
.ins  and  those  living;  with  spinal  cord  d\s- 
lunction. 

Veterans  and  disability  issues  most 
JoseK  inlenwine  as  the\  relate  to  the  W 
health  care  system,  VA  has  lona  led  in 
rehabililalion  and  support  serMces  tor  vet- 
erans with  spinal  cord  injury  and  disease 
\'A  s  pnigrams.  equipment,  .ind  espenise 
in  dealing  with  spinal  cord  injury  \  lona- 
term  consequences  are  simply  not  lound  in 
the  pri\ate  sector.  For  many  ot  PVA  s 
members.  VA  is  the  preterred  -  or  some- 
Umes  the  only  -  choice  for  receiving  spe- 
cialized care.  In  addition  lo  Ihe  physical 
services  It  provides.  VA  has  pioneered 
spinal  eord  injui^  research.  Its  break- 
throughs benefit  not  only  veterans,  but  the 
general  public  as  well.  Thus,  a  continued, 
strong  VA  health  care  system  is  important 
to  PVA.  Its  members,  and  other  spinal  eord 
injured  citizens. 

States  al.so  benetlt  from  V.A  s  e\is- 
tence    VA  employs  approMmately 
2(X),IKX)  health  ciu'c  wurkcrs  nationwide, 
.ind  provided  S15.5  billion  worth  ot  care  in 
fiscal  Year  I'-N}    By  canng  tor  medically 
indiiieni  and  high-risk  veterans  VA  saves 
suies  billions  ot  Medicaid  and  uncompen- 
sated care  dolkirs  each  year,  VA's  e,\len- 
sive  nursing  home  and  long  term  care  ser- 
V  ices  lurther  reduce  the  dr.iin  on  state 
.issistance  programs. 

Nationally.  VA  prov  ides  one-third  ot 
the  country  scare  tor  the  chronicalK  men- 
lalK  ill    VA  IS  also  ihe  nation  s  larcest 
source  ol  health  care  tor  A  IDS -related  dis- 
orders and  VA  has  broad-reachins;  pro- 


grams tor  the  homeless —  one-third  ot 
whom  aa-  veterans.  Finally.  VA  CMsLs  as  a 
hack-up  medical  system  to  ihe  Depanmeni 
ot  Detense  during  times  ot  national  emer- 
gency or  cnsis. 

Despite  the  contributions  of  this 
national  resource,  stale  policy-makers  tend 
i»  Ignore  \'.\  when  developing  their 
retorm  programs.  Stale  oftlcials  raivly 
understand  tully  how  ihe  VA  medical  svs- 
lem  works,  especiallv  concerning  its  1.0m- 
ple\  eligibility  and  eiitillenient  rules. 
Policymakers  may  exclude  VA  users  Irom 
stale  retorm  programs  that  otter  richer 
Ix-nefii  packages  than  VA  is  able  10  pro- 
\  ide.  Stale  otiicials  are  also  reluctant  to 
uuigle  with  the  Federal  government  to 
include  VA  in  their  retorm  eflbrls.  Rather 
than  developing  needed  tederal  waiver 
requests,  policy  makers  otten  design  their 
retorm  plans  around  VA  or  ignore  V.A  alto- 
gether, believing  that  VA  will  continue  10 
opemte  in  their  states.  The  truth  is  that  V.A 
cannot  sun  ive  alone  in  the  jungle"  of 
state  health  care  reform.  To  ensure  VA's 
continuance,  legislators  must  make  VA  a 
lull  panner  in  their  slate  health  care 
retorms. 

State  reform  plans  are  also  important 
to  the  disabled  community,  PVA  is  panic- 
ularly  concerned  that  slate  health  plans 
may  not  adequately  address  the  needs  of 
spinal  cord  injurcd  individuals.  For  exam- 
ple, state -mandated  benefit  packages  may 
not  cover  needed  services  or  may  strictly 
limii  them   State  health  care  reforms  may 
not  address  the  catastniphically  disableds 
overly  high  premium  costs  and  copav- 
menLs,  Without  regulations,  insurance 
companies  may  use  numerous  techniques 
lo  discourage  high-cost  populations  Irom 
enrolling.  Insurers  can  instituie  pre -exist- 
ing condition  exclusions,  refusing  10  cover 
current  or  previous  medical  conditions,  or 
extend  waiting  peruxis  for  coverage. 
Insurers  are  often  tree  to  deny  coveraae  to 
hiah-nsk  populations  (known  as  "chcrrv- 
picking")  or  charge  these  groups  intlaled 
pnces  tor  coverage.  In  addition,  suite 
health  reforms  rarely  address  long  term 
care,  which  serves  as  ;in  umbrella  vanous 
programs  imperative  to  meeting  disabled 
populations  needs.  These  concerns  have 
prompted  PVA  to  closely  follow  slate,  as 
well  as  federal,  health  care  rclorm  eftoas. 


This  publication  has  three  goals: 

To  make  persons  aware  ot  the  extent 
.ind  types  ot  stale  heallh  can; 
retorms —  that  is.  lo  emphasize  that 
heallh  care  reform  is  not  jusi  under 
discussion  at  the  tederal  level 

To  make  legislators  aware  that  suite 
retorms  have  kirgely  ignored  V.A,  a 
large.  ,ind  important  piece  ot  the 
health  care  puzzle,  VA  must  he 
included  in  suite  retorm  ettons  it  it  is 
to  survive. 

To  make  suite  legislators  aw,ue  ol  the 
needs  of  the  iv'quirements  the  cata- 
strophically  disabled,  the  p<ipulation 
most  in  need  ot  heallh  care  relorm. 

Future  editions  ot  the  Mainx  will 
attempt  to  analvze  whether  suites  have 
adequately  addressed  the  needs  ol  ihe 
spinal  cord  injured  and  other  caustrophi- 
callv  disabled  residents. 
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Background 


This  siale  health  reform  matnx  is  a 
product  of  Paralyzed  Veterans  of 
Amencas  (PVA)  State  Health  Policy 
Project,  a  five-year-old  program  responsi- 
ble for  tracking  health  issues  at  the  state 
level  and  assessing  their  impact  on  veter- 
ans and  the  VA  health  care  system.  PVA 
began  the  project  to  evaluate  the  1988 
Massachusetts  Health  Security  Act  effect 
on  the  VA  system  The  Massachusetts 
Health  Secunty  Act  would  have  greatly 
expanded  the  state's  residents'  health  care 
coverage  by  mandating  that  employers 
either  provide  health  insurance  to  their 
workers  or  contribute  to  a  state  fund  on 
worker  s  behalf 

PVA  staff  recognized  that  this  type  of 
financing  mechanism  would  offer  some 
veterans  a  choice  of  sponsored  coverage 
tfiey  had  not  previously  had.  Some  veter- 
ans, who  may  have  been  using  VA 
because  they  lacked  a  cost-compeliuve 
allemauve.  could  now  choose  other  care 
providers   PVA  staff  believed  this  new- 
found opponunity  to  choose  could  poten- 
ually  affect  VA  health  care  uulization— 
perhaps  drasucally.  PVA  wanted  to  identi- 
fy hou  this  type  of  choice  would  affect 
utilization  and.  consequentially,  how  VA 
faciliues  in  the  state  would  react  to  the 
impact 

Though  the  Massachusetts  reform 
plan's  implementauon  has  encountered 
major  bamers.  its  potenual  impact  on  vet- 
erans and  tfie  VA  health  care  system  with- 
in Massachusetts  mouvated  PVA  to  care- 
fully monitor  slate  health  reform  efforts. 
Subsequently.  PVA  expanded  the  State 
Health  Policy  Project  to  monitor  other 
states  considenng  health  care  reform 
Today,  the  Projeci  daily  tracks  health  care 
reform  issues  on  and  maintains  a  database 
and  library  on  all  50  states,  the  lemtones 
and  the  Distnct  of  Columbia, 


State  Health  Care  Reform 
Matrix 

This  matrix  briefly  summanzes  major 
state  health  care  reforms,  initiatives  and 
commission  studies.  It  also  reviews  stale 
health  care  reforms'  impact  on  VA  and 
disabled  populations  and  federal  legisla- 
tion tfiat  would  allow  VA  to  establish  pilot 
projects  in  states  actively  pursuing  health 
care  reform 

The  matrix  is  updated  periodically,  as 
Slates  intfoduce  and  adopt  new  legislation. 
This  year  numerous  states  have  already 
forged  ahead  in  an  effort  to  craft  plans 
more  suitable  to  their  own  demographics. 
Changes  in  the  matrix  will  aaempi  to  keep 
pace  with  the  states'  rapid  progress  in  con- 
sidenng and  enactmg  significant  health 
care  reform.  Interested  panics  may  obtain 
updated  copies  of  the  matnx  by  contacting 
PVA  Health  Policy  Department  at  1-800- 
424-8200. 
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State  Health  Care  Reform  Efforts 


Major  Refonn  Proposals  and 
Slate                                                   Enacltd  Reronns                                                          Connnission  Studies 

ALABAMA 

X 

Alabama  Insurance  Board  IS.B.  8) 

A  1 2 -member  board  (.rcalcd  lo  ncgoualc  gnmp  health  msurance 
coverage  for  residents  who  wish  to  acquire  il.  Includes  no  gov- 
ernment subsidies. 

Alabama  Patients  Access  To  Health  Care 
(A-PATHj 

A  managed  care  program  for  the  state  s  Medicaid 
a-cipients.  The  state  has  submitted  a  Medicaid 
waiver  request  lo  the  Health  Care  Financing 
Administration  (HCF.Al  lor  approval. 

Governor's  Health  Care  Task  Force 

Appointed  by  Governor  Jim  Folsom,  the  Task  Force 
meets  every  three  to  four  months,  and  will  submit 
Its  health  care  reform  recommendations  to  the  1995 
Legislature. 

ALASM 

Chapter  J9 

Creates  the  Small  Employer  Health  Reinsurance  Associaiion  and 
several  small  business  reinsui^mce  pools.  The  .Ass(viation  is 
charged  with  developing  two  types  ot  standard  benefit  packages 
tor  small  businesses,  and  establishing  the  mavimum  rate  insurers 
can  charge  tor  the  packages.  In  addition,  the  AsscKiation  is 
responsible  tor  developing  cost  containment  strategies.  Iimiimg 
the  use  ot  pre-e.\isling  conditions  and  setting  legulations  regard- 
ing health  care  coverage  rcnewability  and  ponability 

CHOICE  (Community  and  Home  Options  to  Institutional  Care 
for  Everyone)  Program 

Granted  a  three-year  demonstration  waiver  from  the  Health  Care 
Financing  AdminisUTition  (HCF.Ai.  the  program  offers  home  and 
community-based  services  lo  certain  elderly  and  disabled  popu- 
lations who  would  otherwise  require  institutional  care.  The  pro- 
gram began  on  July  1 .  199.^  and  the  stale  expects  to  cover 
approximately  550  people. 

Medical  High  Risk  Pool 

Established  in  1992,  the  pool  makes  insurance  coverage  avail- 
able for  residents  who  do  not  qualify  for  other  insurance  because 
of  tJK'ir  medical  conditions. 

NONE 

ARIZONA 

Arizona  Health  Care  Cost  Containment  System  (AHCCCS) 

Established  in  I9S2,  this  is  acompeiiincly  bid.  capitated  health 
program  lor  .Viedicaid-eligible  and  olhcr  indigent  citizens.  .A 
Medicaid  waiver  allows  the  state  to  place  panicipanLs  into  pri- 
vate. managed-c;ux;  organizations.  The  waiver  however  will 
expire  on  October  1 .  1994.  and  suite  officials  are  pushing  lor 
either  a  waiver  extension,  or  for  AHCCCS  to  become  a  pemia- 
nent  program. 

Medical  Savings  Accounts 

Enacted  m  1994;  allows  n.-sideni5  lo  establish  l.iv-lree  medical 
savings  accounts  to  pay  for  qualified  medical  expenses 

Arizona  Affordable  Health  Care  Foundation 

A  coalition  ot  business,  insurance,  prin  iders.  con- 
sumers, public  ott'icials  and  organized  labor  which 
has  developed  .ind  ad\  ivates  for  a  comprehensive 
health  can:  reform  program  based  on  a  version  of 
the  managed  competition  model. 
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ARIZONA 
Continued 


Enacted  Rcromis 


Small  Group  Market  Reform', 

Insurer-,  musi  issue  and  renew  ihcir  policies  lo  ans  small  croup 
thai  applies,  a'jiaidless  of  health  eontiilion  or  risk.  Pa' -existing 
condition  exclusions  are  also  limited  and  rating  restrictions  con- 
trol premium  variation  between  groups.  In  addition,  insurers 
mustoflera  basic  health  plan  to  qualified  small  cmplosers 


Major  Rcfonn  Proposals  and 
Commission  Studies 


The  Lninsured  ChiUiren  s  Program 

Signed  into  law  in  March.  I9XV.  the  program  pri>v  idc^  prim.iA 
health  care  services  to  uninsured  children  living  m  tamilies  earn- 
ing up  to  1 8.'^  percent  ol  the  federal  povenx  level 

Small  Group  Market  Reforms 

Insurers  must  guarantee  policy  renewal  to  small  groups  Rating 
rcsu-ictions  limit  the  diftcrcnce  between  the  lowest  and  highest 
premium  rates  for  diflerent  employer  groups  with  similar  risk 
characteristics. 


Ark/insai  Health  Resources  Commission 

Ca'aled  in  IW.^v  the  Commission  is  changed  wiih 
sludyiiig  a  number  ol  health  issues  such  as  cost  con- 
tainment and  expansion  ot  coverage.  The 
Commission's  final  report  is  due  by  January.  I W5 

Project  Access  Task  Force 

f-ormed  by  Governor  Tucker  and  lunded  by  a 
Robert  WukI  Johnson  Foundation  grant,  the  Task 
Force  IS  a-sponsible  lor  developing  state-level 
relorms  and  lor  preparing  ihe  state  lor  interaction 
with  possible  federal  health  care  relorms.  The  Task 
Force's  final  report  is  alsti  due  by  January.  1995. 


The  California  Public  Employees  Retirement  System  (CalPERS) 

CalPERS  provides  health  coverage  lor  slate  and  kval  giHcm- 
ment  workers,  their  lamily  members  and  retirees  Based  on  a 
managed-compeiition  mixlel.  the  system  pools  its  enrollees  and 
otters  them  a  choice  of  competitively  bid  health  care  plans, 
w  hich  must  oflcr  at  least  a  basic  benefiLs  plan.  The  program  has 
controlled  prices,  negotiating  a  1 . 1  percent  decrease  in  premium 
cost.slor  1444 

7">if  Health  Insurance  Plan  of  Calif umia  (The  HIPCi 

A  voluntary.  si;iic-wide.  small  business  health  insurance  pur- 
chasing pool  which  began  operation  on  July  1 .  199.'   Tnc  HIPC 
determines  which  plans  can  participate  and  negotiates  rates 
Appnivcd  plans  must  oiler  at  least  a  basic  benefit  plan  and  must 
adhere  to  the  small  m;irket  relorms  the  legislation  also  estab- 
lished (sec  hclow) 

Small  Group  Market  Reforms 

Guarantees  policy  issuance  and  renewal,  limits  exclusions  based 
on  pre-  existing  conditions,  and  allows  workers  to  carr.  insurance 
from  one  |ob  to  another  Requires  minJIIicd  community  rating, 
which  limiis  premium  adiusimenLs  due  to  health  cxpenence  or 
status,  but  allows  adjustmenis  based  on  age,  gender  or  industry 

.-Icf  CVS  tu  Infants  and  Mothers  I  AIM) 

A  program  lo  pnnide  comprehensive  health  coverage  to  low- 
and  moderaic-income  pregnanl  wciinen  and  inianis  \ounger  than 
two  The  suiie  subsidi?es  the  program  and  enrollees  pay  premi- 
ums andcopavnients 

Medi-Cal  Managed  Care 

The  suite  is  coniinumg  its  push  lo  place  its  Medicaid  population 
mill  managed  care  organi/alions  Calilonna  now  has  nmr. 
Medicaid  enrollees  in  mana'jed  care  than  an\  other  suic 


The  California  Health  Security  Act 

A  universal  access,  single-payer  plan  promoted  by 
a  coalition  ot  16  labor  unions  and  advocacy  groups 
known  as  Calitomians  For  Health  Sccunty   The 
program  would  prov  idc  each  resident  (including  the 
stale's  SIX  million  uninsured)  with  compa-hensise 
medical  sersices.  including  long  term  care,  menial 
health  bcnefns  and  prescnption  drug  coverage 
Lindcr  the  plan.  Medicare,  Mcdi-Cal  and  private 
insurance  would  no  longer  exist:  all  residents  would 
receive  services  under  the  system  Existing  medical 
lunds,  a  payroll  tax.  and  an  income  surcharge  would 
finance  ihe  program.  The  coalition  collected  more 
than  one  million  signatures  needed  to  place  the  Ad 
on  the  November  199-1  ballot,  thus  bypassing  Ihe 
legislative  process  and  special  interesi  lohbsing 

The  "Garamendi  Plan" 

A  universal  access  proposal  developed  by  insurance 
commissioner  John  Garamendi  Closely  resembles 
the  Clinton  Administralion's  managed  compelition 
model,  with  health  insurance  purchasing  cixipera- 
lives,  a  basic  bcnelils  package  and  private  compet- 
ing health  plans  lo  deliver  care  The  plan  would  also 
provide  '■24-hour  coverage",  lolding  into  one  sys- 
lem  all  health  care  coverage,  including  Worker  s 
Compcnsalion  and  the  health  ponion  ol  automobile 
insurance,  thereby  reducing  administrative  expenses 
and  using  the  savings  to  increase  access,  Anothei 
major  aspect  of  the  plan  is  a  global  budget  lo  control 
health  care  costs  and  limn  growth  Governor  Peic 
Wilson  opposes  the  plan  and  vetoed  il  in  1942 
however.  Garamendi  continues  to  push  tor  its  adop 
lion. 
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Major  Rerorm  Proposalsand 
State                                                   Enacted  Refomis                                                          Commission  Studies 

CAIIFORSIA 
Cnnlinued 

\tajor  Risk  Medical  Insurance  frogram 
The  siiiic  s  high-nsk  pixjl.  makes  insuranci;  available  lor  peo- 
ple who  do  not  qualify  tor  insurance  because  of  iheir  medical 
conditions 

The  Californw  Partnership  for  Long  Term  Care 

Pan  ot  a  tour-state  demonstration  project  supported 
by  the  Robert  WokI  Johnson  Foundation  iRWJi 
Will  allow  people  to  shield  their  assets  from 
.Medicaid  "spend-down"  requirements  bv  buv  im;  a 
pnvate,  state-approved,  lone  term  care  insurance 
policy 

COLORADO 

Health  Care  Coverage  Cooperatives 

LeLMslalion  enacted  in  1994  allows  small  businesses  and  individ- 
uals lodcsclop  Milunian.  heallfi  insurance  purchasing  pools.  A 
minimum  benelil  standard  for  ifie  Gx)peralives  will  also  he 
established. 

Medical  Savings  Accounts 

Enacted  in  1994.  allows  residents  to  establish  la>.-frec  medical 
savmt^s  accounts  to  pay  lor  qualified  medical  espenses 

Smalt  Group  Market  Reforms  iH.B.  1210) 
Enacted  in  1994,  establishes  numerous  insurance  retorms  for 
businesses  with  51)  or  fewer  workers.  Small  market  insurer, 
must  juamntee  issuance  and  renewal  of  tfieir  policies,  limit  the 
use  of  pre-existing  condition  exclusions  and  practice  modified 
community  rating,  varying  premiums  only  on  the  basis  of  age, 
lamily  composition  or  geography.  Insurers  must  also  otter  two 
standardized  benefit  plans  to  each  business  group. 

Colorado  Uninsurable  Health  Insurance  Plan 

The  slate  s  high-nsk  p(X)l;  tJie  plan  offers  coverage  to  residents 
who  find  insurance  unavailable  to  them  because  ol  their  medical 
conditions. 

NONE 

Although  a  comprehensive  health  reform  program, 
ColoradoCare.  received  much  attention  throughout 
199,',  the  plan  was  put  on  hold  indetinitely  The 
state  has  decided  to  wait  for  the  federal  health  care 
debate  to  run  iLs  course  before  attempting  to  imple- 
ment their  own  universal  retomi  plan. 
ColoradoCare  was  not  intfixJuced  to  the  1 W4  Sute 
Legislature. 

( 

OSNFXTICIT 

Connecticut  Parlnership  For  Long  Term  Care 

Pari  ot  a  four-st;ite  dcmonsmition  project  supported  by  the 
Robert  Wnxl  Johnson  Foundation.  Allows  people  to  shield  their 
assets  from  Medicaid  "spend-down"  requirements  by  buying 
private,  state-approved,  long  term  caa'  insurance  policies 

Small  Group  Market  Reforms 

Guaranteed  policy  issuance  and  renewal  for  small  groups, 
resuictions  on  pre-existing  condition  e.xclusions:  establishment 
ot  basic  henclit  plans  for  small  businesses.  1993  reforms  enacted 
mixlitled  community  rating  tor  small  '.;roups,  created  a  low -cost 
basic  benetlt  plan  tor  individuals  and  established  rules  to  allow 
unrelated  small  emploverN  to  form  pools  to  bus  insurance 

Medical  High-Risk  Pool 

One  otthc  first  slate  high-risk  pools;  oflers  atfordable  healtfi 
coverage  to  medically  uninsurable  residents. 

Office  of  Health  Care  Access 

Esublished  during  a  1 994  special  legishiliv e  ses- 
sion, the  Office  is  responsible  for  designing  a  com- 
prehensive state  health  plan  which  will  provide  cov- 
erage to  all  state  residents   TTie  Otllce  will  also 
develop  a  minimum  benefit  package  tor  the  state 
The  plan  must  he  completed  by  Januar.'  1995  and 
must  provide  all  slate  residents  access  to  health  c:u-e 
by  January  1997. 
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Small  Croup  Market  Reforms 

Guaramecs  polic>  issuance  and  renewal  for  small  groups,  ton- 
irols  premium  sanation  helsseen  groups  b\  resmcling  rating 
practices,  and  prohihiLs  new  pre -existing  condition  requirements 
lor  cnrollecs  mos  ing  trom  group  to  group 

Chddren  's  Health  Program 

A  program  tunded  jOiniK  through  the  state  and  the  Nemours 
Foundation  oticrs  capitated  managed  care  to  children  younger 
than  IS  living  in  low-  income  tamilies.  Those  below  175  per- 
cent ol  poverty  are  provided  tree  carc.  itiose  atxne  175  percent 
ol  poseny  pay  on  a  sliding  scale  Services  are  provided  through 
the  E  1  Dupont  De  Nemours  Children's  Clinks 


Major  Refonn  Proposak  and 
Cominssion  Studies 


Delanare  Health  Care  Commission 

Esublished  bv  the  Governor  in  1992.  the 
Commission  ha-s  been  working  on  a  comprehensiv 
rclnrm  plan  for  intriKiuction  laic  in  the  1994  k-gisl 


Florida's  Health  Care  Reform  Acts  of  I9V2  and  IV9.1 

The  I'lrsi  two  stages  ol  tfie  stale  s  aliempl  to  pro\  idc  universal 
coverage  to  iLv  residents  Creates  a  managed  (.ompetitinn-lype 
~\sicm  with  1 1  regional  Community  Health  Purchasing 
■Alliaixe^  (CHPAs)  that  will  bargain  with  Accountable  Health 
Plans  i.AHPsl  to  provide  lower  group  and  individual  rates 
Emplover  panicipaiion  in  the  syslem  is  voluntary  lor  now.  how- 
ever, il  Ihe  state  does  not  reach  its  health  care  access  goals,  then 
mandators  a-gulalions  w  ill  go  into  cMect.  perhaps  as  early  as 
January.  1995  Also  creates  the  .Agency  lor  Health  Care 
.Administration  to  direct  the  stale  s  health  cart  relorms.  and  pro- 
grams to  improve  pnmary  carc  in  underserved  areas  In  addition, 
small  m.u'kel  rclomis  such  as  guaranteed  issuance  ol  policies, 
limits  on  pre-existing  conditions  and  mixJil'ied  community  raiing 
arc  jKo  included 

Florida  HeallMccess 

A  purchasing  pool  established  in  I9SS  lo  help  small  businesses 
oiler  atlordable  health  insurance  Employer\  must  pay  H)  percent 
ol  worker  premiums  and  government  subsidies  reduce  cosLs 

Florida  Health  Service  Corps 

An  incentive  pnigram  designed  to  attract  health  prolcssionals  to 
medically  undcrser%ed  areas 

Medical  High  Risk  Pool 

Makes  health  coverage  available  lor  people  who  do  not  qualify 
lor  insurance  because  ol  their  medical  conditions 


Florida  Health  Secunt}-  Program 
A  .Medicaid  rclorm  plan  which  would  enn>ll  current 
recipients  inio  managed  care  plans  while  expanding 
elijibilitx  10  low  to  middle  class  residents.  The 
available  managed  care  plans  would  be  contracted 
thniugh  the  state  s  Community  Health  Purchasing 
.Alliances  iCHPAsi  and  subsidies  would  be  financed 
through  Medicaid  savings   The  Governor  estimates 
that  up  to  I.I  million  of  the  state's  2.5  million  unin- 
sured could  receive  coverage  by  the  program  within 
three  years..  The  program  must  receive  both  lederal 
approval,  in  the  lorm  ol  a  Medicaid  waiver  (filed  in 
February  I994i.  and  stale  legislature  approval  to 
implement  the  program  However  the  state  Icgisla 
turc  was  unable  to  pass  the  program  on  two  separate 
occaiion^  this  year  -  during  iis  regular  session  and 
dunne  it>  special  June  health  care  session 
Nevertheless,  il  the  lederal  government  does 
approve  the  wajvcr  request,  the  Governor  could  call 
another  special  legislative  session  for  either  August 
or  September 


The  Georgia  Basic  Health  Plan 

Established  in  I99\  this  iv  .i  "bare  bones  "  basic  benefii  plan 
aimed  at  hm-  income,  uninsured  residents 

Georgia  High  Risk  Health  Insurance  Plan 

Established  in  I9K9.  offers  comprehensive  insurance  coverage 
residenlv  who  arc  unable  lo  obtain  health  insurance  at  standard 
rates  because  ol  ihcir  medical  condiiionv 


Governor's  Commission  on  Health  Care  Refonn 

Esublished  bv  Governor  Millei  in  March.  I99.V  the 
Commission  mecLs  n^LMilarlv  to  discuss  health  care 
issues  and  lo  recommend  relorms. 
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HAWAU 

Prepaid  Heallhcare  Act  of  197-1 

Mandjies  employers  ot  all  sizes  lo  prin  ide  health  eare  eovcraK 
tor  ihcir  full-time  woi^ers.  After  a  long  legislative  battle,  the 
state  tmally  secured  an  ERISA  uaivcr  m  14X3.  makins;  the  Aet 
permanent- 

The  SlaU  Health  Insurance  Program  iSHIP) 
A  state-subsidized  health  insurame  plan  for  residents  living 
below  300  percent  ot  the  Icdcral  poverty  level  who  arc  not  eligi- 
ble for  any  other  insurance  program.  Includes  a  basic  health  plan, 
focused  on  pnmai^  and  preventive  care.  Enrollees  pay  premiums 
on  a  sliding  scale. 

HealthQuesI 

A  managcd-compeiition  plan  that  will  group  the  state  s 
Medicaid  recipients  (except  for  the  elderly  and  disabled)  into  a 
single,  large  purchasing  p(X)l.  The  p<x)l  will  contract  with  insur- 
ers to  provide  covered  medical  and  dental  hcnel'iis-  The  sutc  also 
wants  to  told  enrollees  of  the  SHIP  program  into  HealthQuesL 
pending  approval  trom  the  Legislature,  Hawaii  received  a 
.Medicaid  waiver  in  1943  to  implement  the  system. 

NONE. 

.Approximately  9S  percent  of  Hawaii's  residents 
have  health  care  coverage.  Expansion  of  the 
HcallhQuest  program  may  cover  the  small  percent- 

age that  are  uninsured 

IDAHO 

1^ 

SmaU  Employer  Health  Insurance  MaUabUUy  Act  (S.B.  1039) 

Signed  into  law  in  .March  1993.  enacts  several  small  group  mar- 
ket reforms    Insurance  companies  are  required  to  offer  at  least 
two  standardized  benefit  plans  to  anv  small  business  that  applies, 
regardless  of  their  employee  s  health  sutus    In  addition,  premi- 
um rates  are  restricted  from  exceeding  more  than  20%  of  the 
usual  rate  charged  to  olfier  groups,  and  the  use  of  pre-existing 
condition  exclusions  is  limited. 

Individual  Health  Insurance  Availabilin  Act  iS.B.  1552) 
Signed  into  law  in  Apnl  1994.  extends  the  provisions  enacted  by 
the  Small  Employer  Health  Insurance  Act  (above)  to  individuals. 

Medical  Care  Savings  Accounts 

Enacted  in  1994,  allows  residents  to  establish  tax-free  medical 
savings  accounts  to  pay  for  qualified  medical  expenses 

Idaho  s  Health  Insurance  Task  Force 

Was  continued  in  1993  to  study  cost  containment 
and  proposed  coverage  tor  Idaho's  uninsured  and 
uninsurable  Will  recommend  legislation  to  the  sec- 
ond session  of  the  1994  legislature. 

I 

LLINOIS 

"Bare  Bones"  Plan 

The  state  ha.s  set  up  a  low-cost,  basic  benefit  package  for  small 
employers 

SM.  830 

Establishes  a  task  force  to  implement  universal  billing  and  claims 
forms  for  both  health  and  life  insurance 

Medical  High  Risk  Pool 

Makes  health  coverage  available  lor  people  who  do  not  qualify 
for  insurance  because  of  their  medical  conditions. 

Illinois  Health  Care  Reform  Task  Force 

Established  by  the  Governor  in  1992.  the  Ta.sk 
Force  is  charged  with  developing  and  recommend- 
ing reforms  to  the  state  legislature. 

Medicaid  Managed  Care 

One  ot  Governor  Edgar's  pnmary  legislative  goals 
this  year  is  to  move  the  state's  Medicaid  population 
into  managed  care  arrangemenLs  by  .April.  1995. 
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PsDUNA 

CHOICE  (CommunOy  and  Home  Options  lo  Imtuutional  Care 
for  the  Elderly  and  Disabled)  Program 
Orters  an  aliemaliM'  id  instiiuiionalizaiion  b>  providing  in-home 
serv  itcs  10  ihc  cldcrU  and  disabled    Beneficiaries  pas  for  ser- 
s  ices  as  ihe\  are  able,  using  private  insurance.  Medicare  and 
Medicaid  resources  before  using  CHOICE  funds 

Indiana  Long  Term  Care  Program 

Allows  elderU  lo  legalls  shelter  their  assets  so  they  do  not  have 
to   spend  down"  to  qualify  lor  long  term  care  under  Medicaid 
The  program  allows  one  dollar  of  assets  to  be  protected  for  ever, 
dollar  of  insurance  bought. 

Small  Group  Market  Reforms 

Provides  raung  restricuons  to  conuol  the  premium  difference 
between  groups  with  similar  nsk  conditions  ProhibiLs  cancelling 
insurance  before  renewal  date,  but  does  not  guarantee  renewal 

Indiana  Comprehensive  Health  Insurance  Association 

The  state  s  high-nsk  pool,  offers  affordable  health  coverage  lo 
residenLs  who  are  considered  mcdicalK  uninsurable. 

NON-E 

IOWA 

14 

S.F.  380 

Signed  into  law  in  June.  1993.  allows  the  stale  to  expenmenu  on 
a  hmiied  basis,  with  managed-compelition  as  a  precursor  to  laler 
health  rclorm.  It  authonzes  the  Director  of  Public  Health  to  dratt 
rules  establishing  a  system  of  Health  Insurance  Purchasing 
Cooperatives  (HlPCsi  to  bargain  with  Organized  Deliver. 
Systems  (ODSsi.  Tlie  plan  will  tollow  a  managed- competiiion 
model 

Small  Group  Market  Reforms 

Guaraniees  policy  issuance  and  renewal  lor  small  businesses, 
provides  rating  restrictions  to  control  premium  variauon  between 
groups  and  prohibits  pre-existing  condition  rcquiremenis  lor 
enrollecs  moving  from  group  to  group  Also  requires  insurers  to 
offer  lower-cost  basic  benefit  plans  to  small  businesses  and  to 
group  small  businesses  together  lor  rate  seiting. 

Medical  High  Risk  Pool 

Makes  health  coverage  available  to  people  who  do  noi  qualifv 
for  insurance  because  of  their  medical  conditions 

/oHfl  Health  Care  Reform  Project 

Launched  b\  the  Governor  in  early  W."*.  the 
Project  assisted  in  lormulaung  several  1994  bills 
and  will  also  work  with  the  legislature  hirtheron 
comprehensive  health  care  reforms  The  Project  is 
also  responsible  for  adsisini!  on  the  development  of 
S.F  -WO 

KANSAS 

1^ 

The  Kansas  imnsurable  Health  Insurance  Plan 

Allows  medically  uninsurable  residents  capable  who  can  pas  lor 
insurance,  but  unable  lo  find  insurers  w illing  to  prov  ide  cover- 
age, to  purchase  either  low -option  or  high-opiion  health  plans 

Small  Group  Market  Reforms 

Insurers  must  guarantee  issuance  and  renewal  ol  their  health  care 
policies  lo  small  businesses  with  three  to  .M)  employees.  Rating 
restrictions  are  also  applied  to  control  premium  variation 
between  groups  and  pre-e.visting  condition  exclusions  are  limil- 
ed  to  a  period  of  9(1  days  In  addition,  insurers  arc  required  to 
oflcr  a  basic  benefit  package  to  small  businesses 

NOSE 
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KANSAS 
Continued 

H.B.26I0II99U) 

Allows  small  businesses  lo establish  health  instirance  punhasing 
groups.  Also  establishes  admimstnuve  aid  and  tax  incenuves  to 
encourage  small  businesses  to  provide  insurance  to  their  employees. 

Kansas  Healthy  Kids 

A  school-based  insurance  program  that  provides  medical  ser- 
vices to  children. 

KENTICKV 

Kentuck)  Patient  Access  &  Care  iKenPAC)  Program 

A  statewide  program  thai  pays  pnmary  care  doctors  an  additional 
Ice  to  serve  as  "gate-keepers"  lor  their  patients'  care.  Unlike 
some  other  Medicaid  managed-care  programs,  this  system  does 
not  Inquire  enrollees  to  join  HMOs  and  does  not  make  physi- 
cians share  the  nsk  ol  higher  costs. 

Kentucky  Medicaid  Access  and  Cost  Containment 
Demonstration  Project 

A  .Viedicaid  e.vpansion  program,  whjch  in  December.  1993. 
received  a  Medicaid  waiver  to  extend  program  eligibility  to  those 
living  at  lOO'v'c  ol  the  poverty  level  and  enroll  recipients  into  the 
KenPAC  program  and  other  manaeed-care  plans. 

H.B.250 

.\  compromise  plan  the  Governor  and  legislative  leaders  which 
establishes  a  Kentucky  Health  Policy  Board  to  monitor  the  health 
care  industry  and  enforce  reforms.  By  July.  1995.  insurers  must 
guarantee  issuance  and  renewal  of  their  policies,  charge  enrollees 
a  modified  community  rate,  limit  pre -existing  condition  exclu- 
sions, and  limit  physician  self-referrals.  In  addition.  H.B  250 
establishes  a  state-wide  health  purchasing  alliance  by  July.  1995. 
which  will  include  state  employees  and  possibly  state  .Medicaid 
recipients  Individuals  and  businesses  with  fewer  than  100  work- 
ers mas  join  the  alliance  voluntanly. 

NONE. 

Evolution  of  the  reforms  contained  in  H.B.  250  (see 
left)  and  the  initiauves  the  Kenmcky  Health  Policy 
Board  set  forth  will  comprise  the  state's  major 
reform  efforts. 

LOnSUNA 

1^1 

Louisiana  Basic  Health  Insurance  Plan  (LA  Health) 

.\  managed-care  basic  benefit  plan  for  low-income  (those  living 
at  less  than  250  percent  of  pov  eny )  residents  No  state  funds  are 
used  for  the  program. 

Louisiana  Health  Insurance  Association 

Offers  affordable  health  coverage  to  residents  who  are  deemed 
uninsurable  because  of  their  medical  conditions. 

Small  Group  Market  Reforms 

Guarantees  policy  issuance  and  renewal.  Requires  modified 
community  raung.  which  prohibits  insurers  from  vaAing  the  pre- 
mium based  on  the  health  of  small  businesses'  employees.  Also 
limits  new  prc-existing  condition  requirements  for  enrollees 
mov  ing  from  group  to  group. 

Senior  Health  Insurance  Information  Program 
(SHIIP) 

Would  train  volunteers  to  provide  insurance  infor- 
mation, counseling  and  assistance  to  Medicare  ben- 
eficiaries. 
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Maine  Small  Group  Access  Law  and  Public  Law  477 

T^se  iwo  laws  require  insurers  of  small  groups  and  individuals 
10  guarantee  policy  issuance  and  renewal,  and  to  practice  modi- 
fied community  rating  Insurers  must  also  offer  two  standardized 
plans  to  these  groups  Claiming  that  these  reforms  will  accom- 
modate tfic  slate's  uninsurable  population,  the  state  will  eliminate 
Its  high-risk  pixil,  phasing  it  out  by  January,  199.'> 

Public  Law  867 

Ensures  portability  of  coverage  by  prohibiting  insurers  from 
instituting  new  pre-existing  condition  exclusions  on  persons 
moving  from  group  to  group 
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Maine  Health  Care  Reform  Commission 

Established  in  1994,  the  Commission  is  charged 
with  developing  three  comprehensive  health  care 
reform  mcxlels  lor  implementation  b>  July,  1997. 
One  model  must  be  a  multi-payer  system  designed 
to  provide  univenial  coverage,  another  must  be  a 
single-payer  universal  coverage  plan;  and  the  third 
must  he  a  model  ba.scd  on  the  current  health  care 
system  that  incorporates  managed  care  and  other 
mechanisms  to  control  costs  and  improve  access  for 
uninsured  slate  residents   The  19%  Legislature  will 
consider  these  plans. 


MARYLAND 


All-Payer  Hospital  Rate  Setting  System 

Established  in  1977.  the  All-Payer  System  determines  each  hos- 
pital's rates  by  tfie  type  and  volume  of  services  it  provides  to 
patients.  It  greatly  reduces  cost-shifting;  hospitals  receive  nearly 
the  identical  rale  for  serving  publicly  and  pnvately  insured  per- 
sons. .Also,  the  rates  the  state's  Cost  Review  Commission  sets 
accommodate  hospitals'  budgets  for  uncompensated  and  chanty 
care. 

Maryland  Access  To  Care  (MAC)  Program 
Requu^s  Medicaid  recipients  to  select  pnmary  care  physicians  to 
oversee  all  of  tfieir  carc  Recipients  are  not  placed  in  a  man- 
aged-care organization;  rather,  physicians  arc  paid  individually 
through  Medicaid  funds  to  serve  as  "gatekeepers" 

Public  Law  93-9  (H£.  1359) 

Signed  into  law  on  April  13.  1993.  the  legislation  enacts  various 
insurance  reforms.  Requires  insurers  to  offer  standard  benefit 
packages  to  small  businesses  with  two  to  fifty  workers.  Insurers 
must  guarantee  policy  issuance  and  renewal  to  small  groups 
Phases  out,  by  January.  1995.  the  use  ot  pre-existing  condition 
exclusions.  Insurers  must  also  use  a  phased-  in.  modified  com- 
munity rate  for  small  groups,  which  may  be  expanded  state-wide 
if  certain  "trigger  mechanisms"  are  reached.  The  legislation  also 
establishes  physician  practice  parameters,  a  data  system  to  track 
costs,  and  stipulates  that  the  Health  Care  Access  and  Cost 
Containment  Commission  develop,  by  January.  1995.  a  payment 
system  for  all  practitioners  in  the  state,  similar  to  the  All-Payer 
Hospital  Rate  Setting  System  currently  in  effecL  The  law  also 
limits  insurance  company  profits  and  the  amounts  that  money 
brokers  and  agents  can  spend  on  administrative  costs.  Physician 
self-relerrals  are  also  banned 

Maryland  Kids  Count  Program 

Offers  a  less  extensive  version  of  the  standard  Medicaid  package 
to  children  ages  one  to  9.5  whose  families  earn  up  to  1 85  percent 
of  the  federal  poverty  level.  The  program  offers  preventive  and 
primary  care,  but  no  hospital  or  emergency  room  coverage. 
3Mental  Health  Care  Reform  (Public  Law  94-2) 
Requires  insurers  in  tfie  stale  to  provide  mental  health  services 
comparable  to  tJie  services  they  provide  lor  other  illnesses 


Health  Care  Access  and  Cost  Commission 

The  Commission  is  now  working  on  several  cost 
containment  initiatives.  These  projects  include;  the 
development  of  a  pnvate-seclor  fee  schedule  for 
physicians,  tfie  establishment  of  a  medical  database, 
and  the  formation  of  practice  parameters 
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Enacted  Reforms 


The  Health  Security  Act  (HSA ) 

EinacKcJ  jn  I9HX.  ihc  Act  is  a  universal  coverage  plan  baieJ  on 
the  'play-  or-pay"  model.  The  play-(_>r-pay  siralcgy  would 
require  employers  lo  either  insure  their  worlcers  or  pay  a  tax  to  a 
stale  insurance  program.  Economic  and  political  changes  howev- 
er, have  caused  the  Icgislaturc  to  delay  or  reverse  many  main 
HSA  provisions.  For  e.\ample,  implementauon  ol  the  "play  or 
pav"  requirement  has  been  delayed  until  1995.  and  may  be 
repealed.  Smaller  rclorms.  however,  have  gone  torward.   The 
Legislature  has  implemented  Health  Secunly  Plan  (HSP).  an 
insurance  program  tied  to  unemployment  insurance  and  a 
requu'emenl  ihal  all  students  attending  college  in  the  stale  have 
coverage.  It  has  also  enacted  other  programs,  such  as 
CommonHealth  (a  program  lor  disabled  children,  disabled  work- 
ing adults  and  welfare  recipients  entenng  the  workforce)  and 
CenterCare  (a  primary  health  care  program  for  low-income  resi- 
dents) but  have  been  atTccted  by  budgeiarv  constraints. 

SnuiU  Group  Market  Reform 

Enacted  in  December  1991 ,  guarantees  policy  issuance  and 
renewal,  modified  community  rating  and  limits  the  use  of 
pre-existing  condition  e.xclusions  for  small  businesses  (those 
with  fewer  than  25  employees). 

Uncompensated  Care  Pool 

Funded  by  surcharges  to  privately  insured  patients'  bills,  the  pool 
subsidizes  and  distributes  the  cost  of  uncompensated  care  among 
hospitals  in  the  stale. 

Healthy  Kids  Program 

A  siate-subsidized  health  insurance  plan  for  low-income,  unin- 
sured children  from  birth  lo  age  twelve. 


Major  Reform  Proposals  and 
Commission  Studies 


H.B.  4774 

Governor  Wilham  Welds  proposal  tor  health  care 
reform.  The  proposal  would  repeal  the  employer 
mandate  included  in  the  1 988  Health  Secunry  Act 
(see  left)  and  replace  it  with  a  system  of  tax  credits, 
insurance  market  rclorms  and  a  Medicaid  expansion 
tor  residents  living  under  1  .VI  percent  ot  the  federal 
poverty  level.  In  addition,  individuals  could  estab- 
lish tax-exempt  medical  savings  accounts  for  them- 
selves, and  low-income  workers  would  be  eligible 
for  certain  subsidies. 

H.B. 2217 

The  Democratic  proposal  for  health  care  reform. 
The  proposal  would  preserve  the  1988  Health 
Security  Act's  (see  leh)  employer  mandate,  schedul- 
ing It  to  go  into  effect  in  lanuary.  1995,  A 
Massachusetts  Health  Care  Aulhonty  would  over- 
see state  health  care  reform.  The  Bill  would  estab- 
lish health  insurance  purchasing  pools  and  a  health 
plan  for  low-income  children.  The  legislation  also 
includes  community  rating  for  small  businesses 

Massachusetts  Employment  Support  Program  iESP) 
Governor  Weld's  program  for  welfare  reform. 
Would  replace  the  tfadiuonal  cash  grants  to  approxi- 
maiely  half  of  the  state's  welfare  recipients  with  sup- 
port programs  that  enable  them  to  go  to  work. 
Program  enrollees  in  the  program  would  receive 
extended  Medicaid  eligibility,  day  care  and  job  train- 
ing, bui  would  be  required  to  hold  jobs  or  enroll  in 
mandatory  community  service  programs.  The 
Governor  filed  a  waiver  wiih  the  federal  government 
on  March  16.  1994  to  implement  the  program.  The 
state  legislature  would  also  have  to  approve  the  plan. 


Medicaid  Managed  Care  Plan 

A  volunlary  program  concentrated  in  urban  areas  that  allows 
Medicaid  recipients  to  choose  from  among  managed  care  organi- 
zations. The  organizations  receive  monthly  fees  to  provide  needed 
health  care  to  recipients  through  pnmary  care  case  management 


The  Michigan  Health  Access  Program  Act 

A  universal  health  care  proposal  based  on  a  version 
of  managed-care.  The  Act  would  set  up  six  regional 
Health  Insurance  Purchasing  Cooperatives  (HIPCs) 
that  would  bargain  with  and  certify  health  care 
plans.  These  plans,  in  turn,  would  provide  a  stan- 
dard health  care  benefits  package.  The  Act  also 
establishes  a  Slate  Health  Commission  responsible 
for  implementing  the  Act  and  establishing  global 
budgets  for  health  care  in  each  region.  The  Act  did 
not  pass  last  year  and  should  not  make  much 
progress  in  1994. 

The  Michigan  Office  of  Health  Care  Reform  and 
Policy  Development 

Formed  by  Governor  John  Engler  in  September. 
I99.V  The  office  will  work  to  improve  quality  and 
access  to  health  care  in  the  stale  while  reducing 
overall  costs.  The  Office  is  also  charged  with 
assessing  the  impact  of  federal  reforms  on  the  state. 
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MINNESOTA 


Enacted  Rerorms 


MinnesotaCare  A  cl  of  1 992 

Fin.1  pan  vi  an  oncoing  reform  cffon.  Eslablishcd  the 
M]nnc'>(iuiCarc  program  for  low-income  resident  who  do  not 
quality  for  Medicare  or  Medicaid  Enacu.  the  following  small 
group  market  relorm;..  guaranteed  policy  issuance  and  renewal, 
modified  community  rating,  limiLs  on  pre-  exislmg  conditions, 
and  creation  of  a  state-sponsored  purchasing  poo!  Includes  mal- 
practice reforms,  rural  health  and  health  education  initiatives,  and 
data  collection  and  research  initiatives.  Also  requires  that  the 
slate  Health  Commission  submit  a  plan  to  slow  growth  in  health 
care  spending  and  lays  the  foundation  lor  later  reform 

MinnesotaCare  Act  of  1993 

Fills  in  some  details  of  state's  cosi-containmcnt  strategy  Sets  up 
large  health  care  organizations  known  as  Imcgratcd  Service 
Networks  (ISNs)  which  the  state  will  regulate  to  control  cosLs 
Provider  participation  m  ISNs  is  voluntan,  hut  providers  that  do 
not  join  will  be  subject  to  a  more  restrictive  All-Payer  System 
There  will  be  up  to  five  standard  ISN  benefit  plans,  and  officials 
anticipate  that  the  networks  will  he  similar  to  HMOs,  but  with 
budget  caps  The  state  will  regulate  the  ISNs  and  All-Payer 
System  tfirough  growth  limiLs  and  maximum  cost  enlorcement  to 
reduce  health  care  spending  growth  by  ten  percent  per  year  until 
It  mirrors  the  Consumer  FYice  Index. 

MinnesotaCare  Acl  of  1994 

The  third  pan  of  the  statt  s  MinnesotaCare  Program,  the  Act 
delays  implemcniaLon  of  ISNs  and  llie  All-Payer  System,  and  also 
delays  the  enrollment  of  childless  families  into  the  MinnesotaCare 
program   The  Act  includes  provisions  for  obtaining  universal  cov  • 
erage  in  tfie  stale  by  1997.  but  includes  no  funding  sources.  In 
addition,  small,  kval  provider  orsaniz;itions  known  as  Community 
Integrated  Scnicc  Networks  (CISNsI  are  created  and  scheduled 
for  operation  in  Januan.  1 99."^.  Tliese  CISNs  cannot  enroll  more 
than  .SO.OOO  persons  and  are  subject  to  HMO  regulations 

The  Minnesota  Comprehensive  Health  Association  (MCHA I 

Established  in  1976.  this  is  the  counlrv'  s  oldest  and  largest 
high-nsk  health  insurance  pool 


Major  Reform  Proposals  and 
Commission  Studies 


Minnesota  /-ong  Term  Care  Commission 

The  Legislature  estahlishcd  the  Commission  in 
August  199.^  10  develop  a  plan  locui  Minnesota's 
long  term  care  spending  by  ten  percent  over  the  next 
five  vcars. 


Public  Lav  94-302 

LimiLs  health  insurance  rate  increases  for  small  businesses  and 
establishes  requiremenLs  for  coverage  renewal. 

Basic  Benefit  Plans 

In  1992.  the  stale  enacted  two  laws  creating  voluntary  "bare 
bone",  low-  cost  benefit  plans — one  for  low-mcome  or  unin- 
sured individuals  and  one  for  small  busines.ses. 

S(a/f  Comprehensive  Health  Association 

The  suite  s  medical  high-risk  p(X)l.  provides  health  insurance  to 
otherwise  uninsurable  residenis 


Governor's  Commission  On  Health  Care 

Esiahlishcd  by  Governor  Kirk  Fordice.  the 
Commission  is  responsible  tor  studying  the  stale's 
health  care  system  and  recommending  many  of  the 
reform  proposals  the  1994  Legislature  debated. 
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Enacted  Reromis 


H.B.  564 

This  incrementaJ  reform  bill  sets  up  a  schixil-based  health  initia- 
tive to  encourage  school  dislricts  to  provide  pnmary  care  and 
Medicaid  screening  and  tieatment  services  to  students. 
Authorizes  "collaborauve  practice"  agreements  between  doctors 
and  nurse  practitioners  and  physician  assistants.  Provides  tor 
state-funded  liability  insurance  for  health  providers  who  provide 
free  primary  or  preventive  care.  Creates  incentives  for  physicians 
to  practice  :n  undenerved  areis  Expands  Medicaid  eligibility  U) 
pregnant  women,  infants,  and  children  ages  six  to  18.  Also  sets 
up  a  Medicaid  pilot  program  for  1 .000  uninsured  residents. 

Small  Group  Market  Reforms 

Guarantees  policy  issuance  and  renewal  for  small  groups,  estab- 
lishes rating  restncuons  to  conU'ol  premium  variations  between 
groups;  and  prohibits  new  pre-existing  condition  requirements 
for  enrollees  moving  from  group  to  group. 

Medical  High  Risk  Pool 

.Makes  healtfi  coverage  available  for  residents  who  do  not  qualify 
for  insurance  because  of  their  medical  conditions. 


Ma.|or  Reform  Propusals  and 
Commission  Studies 


Medicaid  Reform  Proposal 

The  state  is  in  tfie  process  of  dratung  a  Medicaid 
demonstration  waiver  request  which  would  allow 
fundamental  restructuring  of  the  state's  Medicaid 
program.  The  new  program  would  place  beneficia- 
nes  into  managed  care  arrangements,  which  would 
enable  the  state  to  simplify  and  expand  eligibility  for 
the  program.  Low-income  residents  would  also  be 
allowed  to  buy  into  the  preigram  on  a  sliding  scale. 


Health  Care  For  Monlanans 

A  program  of  incremental  reforms  begun  in  I9*X).  Besides  auttio 
nzing  numerous  studies,  the  program  has  also  enacted  a  basic 
benefit  plan  and  tax  credit  for  small  businesses.  Medicaid  expan- 
sions and  managed  care,  maternal  and  child  health  initiatives, 
and  tax  credits  and  tuition  rebates  for  physicians  pracucing  in 
rural  areas. 

S.B.  285 

In  addition  to  creating  the  Montana  Health  Care  Authonty  to 
design  two  universal  access  plans  (see  nght),  S.B.  285  includes 
small  business  insurance  reform,  such  as  guaranteed  policy 
issuance  and  renewal,  limits  on  pre-existing  condition  exclusions 
and  modified  community  rating.  Also  includes  a  health  care 
facility  ccwperative  agreement  act  that  will  allow  hospitals  to 
work  together  for  public  benefit. 

Medical  High  Risk  Pool 

.Makes  health  coverage  available  for  people  who  do  not  qualify 
for  insurance  because  of  their  medical  conditions. 


The  Montana  Health  Care  Authority 

The  Authority,  which  SB.  established,  is  charged 
with  designing  two  universal  access  plans — one 
based  on  a  single-payer  system,  and  the  other  based 
on  a  regulated  multi-payer  plan.  Both  plans  must 
include  specific  cost-containment  provisions  such 
as  global  budgeting  for  all  health  care  spending  in 
the  state,  an  all-payer  reimbursement  system,  and 
expenditure  targets  for  providers  and  faciliues. 
Each  plan  must  also  include  a  method  for  integrat- 
ing federal  programs  such  as  Indian  Health 
Services.  VA.  Medicare  and  Medicaid  into  the  sys- 
tem. The  Authonty  must  submit  both  plans  by 
October.  1994.  The  1995  legislature  will  decide 
which  plan  to  adopt,  and  implementation  is  sched- 
uled to  begin  in  October  1995. 


Small  Group  Market  Reforms  I  LB.  1222) 
Enacted  in  1994.  applies  to  businesses  with  .V25  employees. 
Establishes  two  standardized  benefit  plans  for  small  employers, 
limits  the  use  of  pre-  existing  condition  exclusions,  provides  for 
coverage  portability  and  establishes  provisions  for  renewing 
health  insurance  coverage.  The  legislation  also  requires  all  insur- 
ers to  use  standardized  claims  forms  and  to  provide  immuniza- 
tions for  children  under  seven. 

Comprehensive  Health  Insurance  Pool 

.Vlakes  health  coverage  available  for  people  who  do  not  qualify 
for  other  insurance  because  of  their  medical  condiuons 


Interagency  Health  Care  Advisory  Committee 
Governor  Ben  Nelson  established  this  committee  to 
lead  planning  for  health  care  delivery  in  the  state. 

The  Blue  Ribbon  Coalition 

Also  established  by  the  Governor.  Tlie  Coalition  has 
drafted  a  proposal  that  would  provide  health  cover- 
age for  all  state  residents. 
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NEVADA 

A£.  577  (1991) 

An  agreemenl  negouated  wiih  the  stale's  six  largest  hospitals 
(which  compnse  85  percent  of  the  state's  hospital  billings),  to 
control  hospital  cosLs  b>  lying  rale  increases  to  the  medical  con- 
sumer price  index  Agreement  lasLs  through  1995 

Nevada  Health  Care  Committee 

m 

Administration  (HCF.A)  wiih  two  reform  options 
for  the  slate's  Medicaid  program.  The  state's  goal  is 
to  implement  a  Medicaid  managed-care  program  by 
July.  1995 

NEW  HAMPSHIRE 

Smalt  Groupl Individual  Market  Reforms  (PL  94-294) 

Enacts  several  insurance  market  reforms  for  individuals  and 
small  groups  of  fewer  than  100   Insurers  must  pracuce  modified 
community  rating  on  these  groups,  diffcreniiating  pricing  only  by 
age.  The  use  of  pre-existing  condition  exclusions  is  limited  and 
ponabilily  of  coverage  is  guaranteed. 

Medicaid  Expansion  (S.B,  77; 

Expands  Medicaid  coverage  to  185%  of  the  federal  poverty  level 

for  children  18  years  old  and  younger 

Public  Law.  Chapter  127 

Requires  insurance  companies  to  accept  standard  insurance 
forms  from  health  care  providers  in  the  state 

Medicaid  Waiver  Request 

A  1994  law  (PL  Ch  301 )  requues  the  state  to  seek  a 
federal  waiver  to  expand  Medicaid  coverage  to 
adults  between  the  ages  of  18  and  64  whose  income 
IS  under  5(Y7c  of  the  lederal  poverty  level. 

NEW  JERSEY 

Health  Care  Reform  Act  of  1992 

Ended  the  stale's  long-standing  regulation  of  hospilals;  allows 
them  10  set  their  own  rates.  Also  began  New  Jersey  SHIELD  (see 
below),  and  instiaited  several  small  group  and  individual  market 
insurance  reforms  (see  below). 

Smalt  Group  and  Individual  Market  Reforms 

Enacted  along  wiih  the  Health  Care  Reform  Act  of  1992.  applies 
a  play-or-  pay  model  to  insurers.  Small  market  insurers  must 
eitJier  offer  five  standard  benefit  packages  on  a  guaranteed  issue, 
community-rated  basis  to  all  groups  that  apply  or  pay  an  assess- 
ment to  insurers  thai  do.  In  addition,  the  legislation  conu'ols 
administrauve  costs.  Iimiis  pre-existing  condition  exclusions; 
and  regulates  rate  increases. 

New  Jersey  SHIELD 

A  statc-subsidized,  managed-care  insurance  plan  for  the  state's 
uninsured  Beneficiaries  pay  premiums  on  a  sliding  scale  and 
receive  a  standard  benefit  package,  which  emphasizes  preventive 
and  pnmary  care 

NONE 

NEW  MEXICO 

1994  Reform  Package 

A  package  of  ten  bills,  designed  lo  improve  the  state's  health 
care  system;  the  Governor  signed  it  in  March  1994.  Reforms 
include  expansion  of  Medicaid  eligibility  to  children  living  under 
1 85  percent  of  poverty,  requirements  that  insurers  offer  basic 
benefit  plans,  increased  funds  for  emergency  and  rural  health  ser- 
vices, incentives  lor  physicians  to  practice  in  undcrscrvcd  areas, 
and  expansion  of  the  slate  s  health  care  data  system. 

Small  Group  Market  Reforms 

Guaranteed  renewal  and  rating  restrictions,  which  limil  rate  vari- 
ance among  plans  from  year  to  year.  Low-cost,  basic  benefit 
plans  are  also  available  to  small  businesses  and  individuals. 

.\'f  K'  Mexico  Health  Care  Task  Force 
The  state  legislature  established  this  commission  in 
199.1, 10  design  a  plan  that  will  achieve  universal 
coverage  in  the  slate  by  October,  1997.  The  New 
Mexico  Health  Care  Initiative  (.see  below)  and  the 
Slate's  Health  Care  Policy  Commission  will  assist 
with  the  universal  coverage  project. 

New  Mexico  Health  Care  Initiative 

Established  by  a  grant  from  tJie  Robert  Wo<id 
Johnson  Foundation.  Initiative  members  will  a.ssist 
the  Tisk  Force  (above)  in  developing  a  universal 
coverage  plan  for  the  state 
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NEW  MEXICO 
Continued 

Comprehensive  Health  Insurance  Pool 

The  stale  s  high-nsk  pool:  makes  coverage  available  lo  people 
who  cannot  afford  insurance  because  of  their  medical  conditions. 

NEW  YORK 

^1 

New  York  Prospective  Hospital  Reimbursement 

Methodology  (NYPHRM)  Established  in  1983.  this  is  the  state  s 
all-payer  rate-setung  system  for  hospital  reimbursement. 

Community  Rating  Law  (A.B.  12350) 
Went  intoeffect  Apnl.  1993.  Requires  all  insurer  lo  guarantee 
policy  issuance  and  renewal  to  all  customers,  regardless  of  age  or 
health.  Pre-  existing  condition  e.xclusions  are  also  limited.  Also 
enacts  one  of  the  nauon's  stnciest  community  raung  laws — insur- 
ers cannot  vary  rates  on  the  basis  of  a  person's  health,  age  or  sex. 

The  New  York  State  Partnership  for  Long  Term  Care 

Pan  of  a  four-state  demonstrauon  project  supported  by  the 
Robert  Wood  Johnson  Foundation.  Allows  people  to  shield  their 
assets  from  Medicaid  "spend-down"  requirements  by  buying 
pnvate.  state-approved,  long  term  care  insurance  policies. 

Medicaid  Managed  Care 

A  1992  law  requues  that  the  state  enroll  half  of  its  Medicaid 
recipients  in  managed-care  organizations  by  1998. 

Child  Health  Plus 

A  state-wide  program  that  subsidizes  ambulatory,  preventive  and 
primary  care  for  children  younger  than  age  1 3  who  are  ineligible 
for  Medicaid  and  have  no  other  insurance. 

Sew  York  Health  Care  Advisory  Board 

The  Board  will  issue  a  report  to  the  Governor  this 
fall.  Topics  under  snidy  include  the  establishment  of 
Integrated  Service  Networks  (IS.Ns).  the  state's  role 
in  nauonal  health  care  reform,  and  three  financing 
structures  (single-payer,  market-based,  and  a 
hybnd  of  ISNs  and  a  regulated  system).  In  addiuon. 
the  Governor  is  expected  to  mtroduce  a  health 
reform  package  dunng  the  year-long  legislative  ses- 
sion. Republican  leaders  will  likely  follow  the 
Governor's  lead 

SORTH 
CAROLINA 

Health  Care  Reform  Act  of  1993 

Ratified  on  July  23.  1993.  allows  small  businesses  (those  with 
three  to  49  employees)  to  combine  into  purchasing  cooperauves. 
Calls  for  standardized  insurance  forms  and  creates  a  study  com- 
mission to  develop  a  plan  for  universal  health  coverage.  Also 
amends  antitrust  laws,  to  allow  hospitals  lo  cooperate,  and 
requires  stale-funded  medical  schools  to  develop  plans  for  train- 
ing more  pnmary  care  physicians. 

Small  Group  Market  Reforms 

Small  market  insurers  must  guarantee  policy  issuance  and  renew- 
al. In  addiuon.  rating  resmcuons  to  control  premium  vanaiions 
between  groups  are  required,  and  new  pre-existing  condition 
exclusions  against  previously  insured  individuals  are  prohibited. 

North  Carolina  Health  Planning  Commission 

Established  under  iJie  Healih  Care  Reform  Aa  of 
1993.  the  Commission  is  charged  with  developing  a 
comprehensive  health  care  reform  plan  for  introduc- 
tion to  the  1995  legislature. 

NORTH  DAKOTA 

Small  Group  Market  Reforms 

Small  market  insurers  must  guarantee  policy  issuance  and 
renewal.  In  addition,  rating  resmctions  to  control  premium  varia- 
tions between  groups  and  new  pre-exisiing  condition  exclusions 
against  previously  insured  indiv  iduals  are  prohibited. 

Medical  High  Risk  Pool 

Offers  health  care  coverage  lo  residents  w  ho.  because  of  their 
medical  conditions  or  histones.  find  market-based  insurance 
unaffordable. 

North  Dakota  Health  Task  Force 

The  Task  Force  recently  released  two  universal 
health  care  proposals  for  the  slate:  a  pnvate 
single-payer  plan  and  an  employer-based  plan. 
Although  they  utilize  different  financing,  each  plan 
allows  residents  who  receive  care  from  federal  pro- 
grams, such  as  Medicaid.  VA  or  CHA.MPL'S.  to  opt 
out  of  the  slate  system  and  continue  to  receive  care 
through  the  federal  government  The  Task  Force  has 
scheduled  public  meetings  to  receive  comment  on 
the  proposals  before  il  meets  again. 
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H.B.  47S 

Reforms  vanous  aspects  of  ihc  health  earc  markci.  In  the  small 
employer  market,  the  bill  guarantees  policy  issuance  and  renew- 
al, limits  pre -existing  condition  evclusions,  allows  small  busi- 
nesses to  band  together  inlo  small  employer  health  alliances  lo 
negotiate  for  insurance.  Allows  self-employed  to  deduct  ICXl 
percent  of  health  care  costs  from  their  sute  income  taxes. 
Mandates  that  insurers  accept  a  certain  percentage  of  high-risk 
residents  during  open  enrollment  pcnods.  Exti;nds  Medicaid  ben- 
efits 10  uninsured  children  under  2(X)  percent  of  povcny.  Also 
creates  the  Ohio  Health  Care  Board,  a  permanent  policy-setting 
entity,  which  will  develop  a  universal  access  plan. 


Major  Reform  Proposals  and 
Commission  Studies 


OhioCare 

A  Medicaid  expansion  program  w  hich  would 
extend  enrollmenl  eligibility  lo  all  residents  living 
under  the  federal  pcncny  line.  Financing  would 
come  from  savings  achieved  by  enrolling  the  state's 
Medicaid  population  into  managed  caic  plans.  An 
estimated  .'iOO.tXiO  persons  would  pin  1.4  million 
beneficiaries  already  m  the  state's  Medicaid  pro 
gram,  A  Medicaid  waiver  request  was  sent  to  the 
Health  Care  Financing  Administration  on  March  2. 
I9V4  lo  implement  the  program. 


Oklahoma  HeaUh  Care  Aulhorin-  (OHCA)  Acl 

Creates  tlie  OHCA  and  u-ansfcrs  stale  health  care  spending 
(Medicaid  and  employee  health  benefits)  to  it  The  Authonly  is 
also  charged  with  examining  ways  to  reduce  these  programs' 
costs  and  direct  the  conversion  of  the  slate's  Medicaid  population 
into  managed-care  plans. 

SnwU  Group  Market  Reforms 

Guarantees  policy  renewal  for  groups,  provides  rating  restnc- 
tions  to  control  premium  variations  between  groups  and  prohibits 
new  pre-existing  exclusions  requirements  for  enrollecs  moving 
from  group  lo  group. 

H.B. 2256 

Enacted  May  1994,  requu'es  insurers  lo  issue  medical  coverage 
lo  all  workers  in  businesses  employing  fewer  than  100  people, 
regardless  of  health  risks  or  condition. 

Health  Insurance  Opportunities  for  Employed  Uninsured 
Oklahomans  Act 

Provides  ta,\  incentives  to  encourage  employers  to  offer  workers 
a  basic  health  benefit  package 


The  Oregon  Health  Plan 

Enacted  in  1 989.  is  a  package  of  three  bills  thai  overhauls  the 
Oregon  health  caie  system.  Includes  the  controversial  "rationing 
expcnnK'nl".  which  extends  Medicaid  coverage  to  100  percent  of 
the  poverty  level,  while  limiting  services  covered  to  the  .*i65 
"condiuon/trealmeni  pairs"  ranked  highest  among  696.  Includes 
a  pla\-or-pay  provision  that  mandates  all  employers  lo  either 
provide  basic  coverage  to  their  employees  or  pay  into  a  stale 
insurance  pool  on  theu'  behalf  Large  businesses  musi  comply 
with  the  mandate  by  April,  1997,  while  small  businesses  must 
comply  by  January.  1998.  The  employer  mandate  may  be 
repealed  altogether  however,  if  the  siaie  cannot  obtain  an  ERISA 
waiver  from  the  federal  government  by  January  1996   A  medical 
high-nsk  pool  for  the  slate's  uninsurable  residents  was  also 
established.  In  March  199.''  tfic  slate  received  federal  which 
allow  implementation  of  the  Medicaid  reform  program  for  a  pcn- 
od  of  five  years,  beginning  in  Febnian  1994 

SmaU  Group  Market  Reform  (S.B.  1076) 

Requires  insurers  to  guarantee  issuance  and  renewal  of  iwo  basic 

benefit  plans  to  small  groups  Requires  modified  community  ral- 


NONE, 

The  state  will  anempi  to  obtain  a  federal  ERISA 
waiver  by  January  1 ,  1 995.  to  implement  the 
employer  mandate 
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Enacted  Rerorms 


ing  for  the  baMC  benetU  plans  and  limiis  pre -existing  ctinjiiion 
cuiusions. 

Medical  High  Risk  Pool  (S£.  53J) 

Makes  heallh  coverage  available  for  resiJenls  who  do  not  quality 

for  other  insurance  because  of  iheu'  medical  conditions. 


Major  Reform  Proposals  and 
Commission  Studies 


Children's  Health  Insurance  Program  (CHIP) 

A  comprefiensive  health  plan  that  provides  free  or  low-cost 
health  carc  for  children  under  age  14  living  al  or  under  235  per- 
cent of  tfie  federal  poverty  level.  Funded  by  a  cigarette  lax. 


The  Pennsylvania  Health  Security  Act 

Would  provide  universal  coverage  tfirough  an 
employer  mandate  and  a  subsidized  state-run  plan 
for  low-income  uninsured  persons  living  at  or  under 
250  percent  of  the  federal  poverty  level.  Small  busi- 
nesses would  qualify  for  assistance  and  tfieir  premi- 
ums would  be  limited  to  7  percent  of  their  payroll. 
While  subsidies  would  be  ued  to  tfie  lowest  priced 
plan,  individuals  could  pay  addiuonal  premiums  for 
expanded  serv  ices.  Would  deliver  care  through 
provider  nerworivs  competing  within  health  service 
regions  under  the  oversight  of  a  nonprofit  public 
boanJ.  The  hoard  would  also  design  a  guaranteed 
benel'ii  package,  designate  health  service  regions  and 
identity  funding  sources  and  uses  Other  components 
of  the  Act  include  malpr3ciice  reform,  limits  on  self- 
itterrals.  and  incentives  for  physicians  to  pracuce  in 
medicallv  underserved  areas. 


Vnhersal  Health  Carc  System 

Currently  all  residenLs  are  provided  health  care  services  through 
a  two-tiered  system  of  public  and  private  insurance.  Residents 
who  can  affoui  pnvate  insurance  receive  care  from 
state-of-the-art  pnvate  hospitals  and  clinics.  The  indigent 
majonty  receive  health  care  though  a  system  of  hospitals  and 
clinics  run  bv  the  state  and  municipal  governments.  To  serve  the 
medically  indigent  pi.ipulation.  the  island  is  divided  into  seven 
geographic  public  health  zones,  each  with  one  or  two  hospitals 
and  several  clinics. 

Puerto  Rico  Health  Insurance  Administration  Act  I  Act  72) 

.Approved  in  September.  1 99.^.  the  .Act  is  part  of  Governor  Pedro 
Rossello's  reform  plan  to  pnvatize  Puerto  Ricci's  vast  public 
health  system.  The  .Act  creates  the  Puerto  Rico  Heallh  Insurance 
Administration  (PRHI.Ai.  an  autonomous  public  corporation 
which  IS  responsible  lor  pcxiling  residents  toaeiJTer  and  contract- 
ing with  pnvate.  managed  care  organizations  to  provide  health 
care  services.  These  managed  care  oi^anizalions  must  acc"epi 
everyone  who  applies,  cannot  rcstnct  coverage  because  of  pre- 
evisting  conditions,  and  must  provide  a  basic  benefit  package 
Government  ^uhsldlcs  are  provided  to  low-income  residents 
Before  implementing  the  retorm  sysiem  island-wide,  the  PRHIA 
has  established  a  pilol  program  to  test  the  svstem  in  one  ol  iLs 
seven  public  heath  zones. 


Puerto  Rico  Health  Task  Force 

Established  in  early  1993.  the  Task  Force  is  respon- 
sible for  forwarding  the  Governor's  plans  to  pnva- 
tize F^ierto  Rico's  large  public  health  system.  The 
Governor's  goal  is  to  change  the  Commonwealth's 
role  from  health  care  provider  to  health  care  pur- 
chaser by  contracting  w  ith  pnvate  insun;rs  to  deliv- 
er health  care  to  the  medicallv  indigent. 
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RHODE  ISLAND 
•iSf.' 

Rile  Care  Program 

The  program  ivicived  a  Icderal  Mcditaid  waiver  in  Ndvcmbcr. 
1  yy?.  lor  a  fivc-ycar  demonslration  period,  lo  hcsin  in  JuK 
1994.  Funnels  6.'i.00(liurrenl  Aid  lo  Family  and  Depcndcni 
Children  (AFDCl  Medicaid  rccipicnis  and  another  lO.fXXt  tor- 
merl>  uninsured,  prcaniuil  women  and  children  under  age  six 
Inio  managed-care  plans.  If  the  projccl  is  succcs.sful.  the  stale 
may  enroll  lUs  cnlire  Medicaid  population  mlo  managed  care 

Small  Group  Market  Reforms 

Guarantees  policy  issuance  and  renewal  for  groups,  provides  rat- 
ing restrictions  lo  conuol  premium  variations  between  groups, 
and  prohibits  new  pre-e,\isting  condition  requirements  lor 
enrollecs  moving  trom  group  to  group. 

NONE 

SOITH 
CAROLINA 

South  Carolina  Health  Access  Plan 

One  of  three  federal  funded  pilot  programs  operational  in  iwo 
counties.  Offers  low-income  employees  of  small  businesses 
Medicaid-based  managed-care  insurance  for  themselves  and 
their  dependents  If  successful,  the  program  could  expand  lo 
other  areas  or  throughout  the  state 

StTtall  Employer  Health  Insurance  Availability  Act 

Allows  small  employers  to  group  logetficr  to  form  purchasing 
cooperauves  to  bargain  for  lower  health  insurance  premiums 
The  Act  also  requuts  insurers  lo  cover  any  small  business  that 
applies,  charge  premiums  on  a  modified  community  rate,  and 
limit  the  use  of  pre-existing  condiiion  exclusions.  In  addition, 
insurers  must  offer  small  groups  at  least  the  two  standardized 
benefit  plans  included  in  ihe  Act 

Medical  High  Risk  Pool 

Makes  health  coverage  available  for  residents  who  do  not  qualify 
for  insurance  because  of  their  medical  condiuons. 

The  Palmetto  Health  Initiative 

This  program  would  expand  the  slate's  Medicaid 
program  to  10(1  percent  of  the  lederal  poveny  level 
for  all  a-sidents  and  lo  1 }}  percent  of  the  pt)ven\ 
level  for  all  children   Current  Medicaid  Beneficia- 
ries and  the  newly  eligible  would  be  placed  into 
managed-care  arrangements  and  receive  compre- 
hensive medical  care.  Ihc  slate  submincd  a  federal 
Medicaid  waiver  proposal  lo  the  Health  Care 
Financing  Adminisu^tion  on  March  3.  1994.  lo 
implemeni  the  program 

Committee  on  Health  Reform 

Enacted  under  the  Small  Employer  Insurance 
A\ailabihr\  Act  (see  Icfti,  is  responsible  for  issuing 
health  care  reform  recommendations  by  January 
1995.  Specifically,  the  Commission  will  be  studying 
llie  possibility  of  creating  medical  savings  accounts, 
accountable  health  plans,  voluntary  insurance  pur- 
chasing cooperatives  and  raung  methodologies 

SOITH  DAKOTA 

D 

Small  Group  Market  Reforms  (S.B.  229) 
Establishes  rating  resU"ictions  to  control  premium  variations 
between  small  businesses  Also  requires  insurers  lo  guarantee 
policy  renewal. 

1994  Reform  Package 

Consists  ol  numerous  bills  aimed  at  improving  health  car:  deliv- 
ery in  tfx'  state    Relorms  include  the  esiablishment  of  a  health 
data  system,  limits  on  pre -existing  condilion  exclusions  and 
physician  self-referrals,  permission  for  individuals  and  groups  lo 
form  purchasing  pools,  requinng  physicians  to  post  ihcir  fees,  the 
establishment  of  South  Dakota  Health  Care  AutJionty  and  the 
South  Dakota  Advisory  Council,  and  the  development  of  stan- 
dardized claims  forms. 

Medical  High-Risk  Pool 

Scheduled  lo  begin  operation  on  July  1 .  1995;  will  offer  aflord- 
able  healtli  insurance  to  residents  who  cannot  afford  coverage 
because  ot  iheir  medical  status. 

South  Dakom  Advisory  Council 

Expanded  and  redefined  under  the  1994  reforms, 
tfie  Council  will  studying  long  term  care,  coverage 
of  uninsurable  residents,  and  rural  health  care  prob- 
lems. The  Council  will  also  monitor  nauonal  health 
care  reform  plans 

South  Dakota  Health  Care  Authority 

Established  in  1994.  ilie  Authority  is  charged  with 
analyzing  the  current  health  care  system  and  its 
problems,  developing  a  health  benefit  plan  for  leg- 
islative approval,  and  developing  a  comprehensive 
universal  health  care  plan  for  the  state 
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Enacted  Rerorms 


Rural  Health  Initiatives 

Includes  special  appropnauons  to  improve  rural  emergency, 
medical  and  communicauon  services,  eased  licensure  require- 
ments and  a  program  that  allows  counties  to  guarantee  bonds 
issued  to  private,  nonprofit  hospitals  to  raise  money  for  facility 
improvement  and  equipment  purchase. 


Major  Keronn  Proposals  and 
Commission  Studies 


TennCare 

A  statewide  Medicaid  managed-care  program  Places  current 
Medicaid  recipients  and  approximately  500,000  uninsured  resi- 
dents into  managed-  care  organizations,  which  are  contracted  to 
provide  comprehensive  medical  benellts.  Free  care  is  provided  to 
residents  living  under  the  federal  poverty  line.  Residents  earning 
up  to  ACO  percent  of  the  federal  poverty  level  pay  premiums  on  a 
sliding  scale,  and  residents  earning  more  than  400  percent  of 
poverty  may  buy  into  the  program,  paying  full  price.  The  pro- 
gram was  granted  a  federal  Medicaid  waiver  from  the  Health 
Care  Financing  AdministraUon  to  implement  the  program  on 
November  18,  1993.  TennCare  began  enrolling  residents  on 
January  I.  1994. 

Small  Group  Market  Reforms 

Guarantees  policy  issuance  and  renewal  for  groups,  establishes 
rating  restrictions  to  control  premium  variations  between  groups, 
and  prohibits  new  pre-existing  condiuon  exclusions  for 
enrollees  moving  from  group  to  group.  Insurance  companies 
must  also  offer  basic  and  standard  benefit  plans  to  all  small  busi- 
ness employees. 

The  Health  Access  Incentive  Program 

A  program  designed  to  attract  primary  care  physicians  to  med- 
ically underserved  areas.  Offers  loan  repayments  and  stan-up 
grants  as  incentives. 

The  Tennessee  Comprehensive  Health  Insurance  Pool 

.Makes  health  coverage  available  for  residents  who  do  not  qualify 
for  insurance  because  of  their  medical  conditions. 


Small  Employer  Health  Insurance  Availability  Act 
Enacted  in  June.  1993.  to  make  health  insurance  more  accessible 
and  affordable  to  small  employers  (those  with  tfiree  to  50  work- 
ers). Creates  the  Texas  Health  Benefits  Purchasing  Cooperative 
to  give  small  employers  more  purchasing  power.  .Also  allows  for 
the  creation  of  private,  nonprofit  purchasing  cooperatives. 
Requires  all  small  group  insurers  to  offer  three  small  employer 
benefit  plans.  Requires  guaranteed  policy  issuance  and  renewal 
by  September  1995.  establishes  modified  community  rating, 
restricts  pre -existing  condition  exclusions  and  creates  a  re-insur- 
ance  pool  for  insurers  of  small  employers. 

Child  Health  Initiatives 

Expands  existing  school-based  health  services  and  guarantees 
immunizauon  for  all  children  in  the  state. 

The  Texas  Health  Insurance  Risk  Pool 

Created  in  19X9  to  provide  medically  uninsurable  individuals 
the  opportunity  to  purchase  adequate  health  insurance  at  a 
reasonable  rate. 

19 


NONE. 

No  legislative  session  is  scheduled  for  1994.  The 

Legislature  will  reconvene  in  January.  1995. 


83-114  0-94 


94 


Enacted  Reforms 


H.B.  130 

A  199^  incremental  reform  bill,  which  includes  grams  lo  expand 
primarN  care  m  medically  under^rved  areas,  a  requirement  that 
insurers  facilitate  price  and  \alue  compansons  for  their  policies, 
establishment  of  standard  claims  and  billing  forms,  and  other, 
smaller  reforms. 

S.B.  158(1994) 

Includes  a  phased-in  Medicaid  expansion,  which  will  eveniuall> 
cover  all  residents  living  under  the  federal  poverty  line.  Small 
group  market  reforms  prevent  abusive  rating  practices  and 
require  insurers  to  cover  dependents  up  to  age  26. 

Comprehensive  Health  Insurance  Pool  Act 

Signed  into  law  in  Ma>,  1990.  created  a  medical  high-nsk  p<x>l. 
which  provides  health  insurance  to  stale  residents  considered 
uninsurable. 


Major  Reform  Proposals  and 
Commission  Studies 


Utah  Health  Policy  Commission 
Created  by  a  1994  bill  (H  B  226).  the  Commission 
is  charged  with  recommending  future  reforms  to  the 
legislature.  The  Commission  will  also  seek  lo  fur- 
ther the  imtiauves  m  the  Governor's  Healthpnnl 
plan  (see  below). 

t'to/i  Heahhprint 

A  marlcet-onenlcd  health  care  reform  plan  tfie 
Governor  released  early  this  year.  The  plan  calls  lor 
phased-in  Medicaid  expansions  and  insurance 
tetorms.  such  as  modified  community  rating,  guaran- 
teed policy  issuance  and  renewal  and  limitauons  on 
prc-exisiing  condiuon  exclusions  The  insurance 
reforms  focus  first  on  ific  small  group  marfcct  and  may 
later  apply  system-wide.  Also  includes  a  purchasing 
cooperauve  for  individuals  and  small  employers 


The  Vermont  Health  Care  Act  of  1992  (Act  160) 
A  reform  initiauve  originally  designed  to  achieve  universal 
access  in  Vermont  by  July.  1995.  Created  the  Vermont  Health 
Care  Authonty  (VHCA)  which  was  charged  with  designing  two 
models  for  universal  coverage  to  be  voted  on  by  the  1994 
Legislature.  Neither  plan  passed  the  Legislature,  effectively  end- 
ing tfK  state's  three  year  push  for  universal  coverage.  However, 
tfie  Act  includes  other,  smaller  reform  initiatives,  such  as  tfie 
establishment  of  a  purchasing  pool  for  local  and  state  employees, 
individual  market  reforms,  and  the  establishment  of  a  unified 
health  care  data  base  and  universal  billing  forms. 

Small  Group  Market  Reform  (Act  52) 
Guarantees  policy  issuance  lor  small  groups  with  fewer  than  liO 
participants,  establishes  modified  community  rating  (health  sta- 
tus cannot  be  considered),  limits  pre-existing  condition  exclu- 
sions, and  requires  insurers  in  [he  small  group  market  to  offer 
standardized  benefit  plans.  The  1992  Act  (see  above)  extends 
these  restrictions  to  the  individual  market 


NONE 

Altfwugh  the  state  spent  three  years  pursuing  enact- 
ment of  a  universal  health  coverage  plan,  in  the  end. 
the  1994  stale  legislature  failed  to  pass  any  compre- 
hensive reform  measures. 


\IRCIMA 


The  Dr  Dynasaur  Program 

Expanded  by  the  1992  Act.  provides  health  coverage  to  low-  and 
moderate-  income  (living  below  225  percent  of  poverty)  chil- 
dren up  10  age  I K  and  pregnant  women  who  do  not  quality  lor 
Medicaid 

Virginia  Health  Care  Foundation 

A  public/private  endowment,  which  funds  community-based 
projects  designed  to  improve  pnmary  care  access  in  medically 
undcrserved  areas 


Joint  Commission  on  Health  Care 

An  ongoing  committee  charged  with  studying  man- 
aged competition,  the  Amencan  Hospital 
Associations'  plan  for  community  care  networks, 
and  other  reform  plans. 


WASHINGTON 


Small  Employer  Reforms 

Insurers  who  provide  coverage  to  small  cmplovcrs  musi  oflcr 
"essential  and  standard"  health  plans  at  a  mixiificd  community 
rate  Guarantees  policy  issuance  and  renewal  and  limits 
pre -existing  condition  exclusions 

The  Washington  Basic  Health  Plan 

A  state-subsidized  health  care  program  for  the  state's 


The  continued  devclopmeni  ol  the  Washiri:inn 
Health  Scmces  An  will  compnse  most  ot  the 
state  s  reform  activity  Ol  interest  will  he  the  state's 
plans  to  consolidate  lederal  programs  such  as  \A 
and  CHA.MPL'S  under  the  Consolidated  SlaU' 
F*urchasin2  Ascni  (see  lefl). 
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low-income  uninsured  Offers  a  basic  benefit  plan  to  its 
enrollees.  who  pay  premiums  on  a  sliding  scale. 

The  Washington  Health  Services  Act  of  1993 

A  universal  reform  plan  that  requires  all  residents  to  have  access 
to  a  Uniform  Benefits  Package  (UBP)  by  1999.  Includes  a 
phased-in  employer  mandate,  which  requires  all  businesses  to 
pay  for  a  percentage  of  the  Uniform  Benefits  Package  for  their 
full-  and  part-ume  workers  Small  businesses  and  low-income 
workers  will  be  eligible  for  state  assistance,  and  an  expansion  of 
the  state's  Basic  Health  Plan  and  Medicaid  will  cover  the  unem- 
ployed. Four  regional  Health  Insurance  Purchasing  Cooperauves 
(HIPCs)  are  created  for  those  who  will  purchase  insurance  and  a 
Consolidated  State  Purchasing  Agent  (CSPA)  is  created  for  those 
residents  who  receive  their  coverage  from  the  state.  If  the  state 
can  oblam  the  proper  waivers,  it  would  like  to  include  federal 
programs  such  as  Medicare,  Medicaid,  CHAMPUS  and  VA  in 
the  CSPA.  These  purchasing  pools  will  then  contract  with 
Certified  Health  Plans  (CHPs)  to  deliver  the  Uniform  Benefits 
Package  on  a  guaranteed  isbue,  community  rated  basis.  In  addi- 
tion, the  Act  establishes  a  premium  cap  for  the  Uniform  Benefits 
Package  and  guarantees  policy  renewal.  To  control  health  care 
costs  in  the  state,  the  growth  rate  of  the  Uniform  Benefit 
Package's  premium  cap  will  be  reduced  by  two  percent  per  year 
until  It  equals  the  growth  rate  in  Washington's  per  capita  income. 


Ma,|or  Keform  Proposals  and 
Commission  Studies 


WEST  VIRGINU 


High  Risk  Health  Pool 

Provides  access  to  health  services  for  residents  whose  medical 
conditions  prohibit  them  from  purchasing  other  insurance  cover- 
age at  an  affordable  cost. 

1994  Medicaid  Expansion  (H.B.  5008) 
Expands  Medicaid  coverage  to  children  (ages  two  to  1 8)  living  in 
families  earning  up  to  1 50  percent  of  the  federal  poverty  level. 
The  children's  expansion  will  be  phased  in  over  three  years, 
beginning  in  1994.  In  addition,  the  legislation  extends  optional 
Medicaid  benet'its  to  hospice  patients  qualifying  for  the  program. 


NONE. 

Although  Governor  Capenon  pushed  hard  for  his 
1994  relomi  package  (S.B,  54H.B,  4054).  disagree- 
ments in  the  legislature  and  provider  groups  lobby- 
ing combined  to  defeat  the  bill.  Included  in  the  leg- 
islauon  was  the  Governor's  second  attempt  at  estatj- 
lishing  an  administratively  powerful  West  Virginia 
Health  Care  Authonty.  which  would  have  been 
responsible  for  coordinating  stale  health  programs 
and  implementing  reforms. 


WISCONSIN 


Small  Group  Market  Reforms 

Guarantees  renewal  for  small  businesses  and  provides  rating 
restrictions  to  conu"ol  premium  variations  between  groups.  Also 
expands  the  definition  of  small  businesses  to  include  groups  of 
up  to  75  people. 

Health  Insurance  Risk  Sharing  Plan 

The  state  s  high-risk  pool;  provides  major  medical  health  insur- 
ance to  certain  high-nsk  individuals  unable  to  obtain  pnvate 
insurance  coverage. 

Small  Group  Market  Reforms 

Guaraniecs  pdlic.  issuance  and  renewal  for  groups;  Establishes 
rating  restnctions  lo  control  premium  variation  between  groups; 
and  prohibits  new  pre-existing  condition  requirements  for 
enrollees  moving  from  group  to  group.  Also  approves  the  cre- 
ation of  basic  benetli  plans  at  lower  cost  for  small  employers. 


NONE, 

Although  several  proposals  were  put  forward,  the 
1994  Legislature  adjoumed  wiihout  passing  any 
comprehensive  health  reform  measures. 
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WISCONSIN 
Continued 


Enacted  Reforms 


Healthy  Start  Program 

Provides  lou-income  children  between  the  ages  of  2  and  6  with 
comprehensive  Medicaid-like  health  coverage 


Major  Refonn  Proposals  and 
Commission  Studies 


WYOMING 


The  Wyoming  Health  Insurance  Pool 

Makes  insurance  coverage  available  for  residenii  who  do  not 
qualifv  for  other  insurance  because  of  their  medical  conditions- 

SnuiU  Group  Market  Reforms 

Guarantees  policy  issuance  and  renewal  for  groups,  establishes 
rating  restnctions  to  control  premium  variations  between  groups, 
and  prohibits  new  pre-existmg  condition  exclusions  for  enroliees 
moving  from  group  to  group- 


Wyoming  Health  Reform  Commission 

Established  by  Governor  Mike  Sullivan;  is  sched- 
uled to  submit  a  statc-widc  health  care  plan  to 
Governor  Sullivan  bv  December  1.  1994 
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State  Reforms  That 
Could  Affect  the  VA 
Health  Care  System 


Stales  arc  proposing  a  vanely  of 
rctorms  thai  are  likely  to  have  conse- 
quences— b(_)ih  positive  and  negative — tor 
the  VA  health  cure  system.  Many  reforms 
being  considered,  proposed,  and  imple- 
mented at  the  state  level  arc  discussed 
below.  The  probable  impacts  of  these 
reforms  on  the  VA  medical  system  are  also 
discussed.    VAs  role  must  be  considered 
and  addressed,  for.  as  can  be  seen  below, 
any  type  of  health  care  reform  can  impact 
the  nation  s  largest  health  care  system, 
thus  jeopardizing  our  nation's  commitment 
to  veterans. 


Universal  Coverage 

States  Implementing  Thii  Reform: 

Hawaii.  Oregon.  Massachusetts. 
Washington 

States  Considering  This  Reform: 

California.  .Maine.  Minnesota.  Montana. 
North  Dakota.  Pennsylvania.  South 
Dakota 

Impact: 

Affects  Health  Care  Coverage.  Threatens 
to  erode  VAs  patient  base  as  VA  eligible 
residents  have  more  opportunities  to 
receive  health  care   To  integrate  VA  with 
the  local  health  care  environment,  state 
reforms  need  to  specify  VAs  role.  VA 
system  structural  changes  are  also  needed 
for  It  to  compete  on  a  level  playing  field 
for  patients. 


Single-Payer  Financing  Systems 

Slates  Implementing  These  Reforms: 

None 

States  Considering  These  Reforms: 

California.  .Maine.  Montana.  Nonh  Dakota 

Impact: 

AffecLs  All  Providers  and  Pa\cr\  bv 
Standardizing  Benefits  and  Makins; 
Coverage  Lnivep.al.  Single-payer  financ- 
ing ivould  threaten  VA  s  patient  base,  as 
indiv  iduals  could  chixise  their  provider 
Slate  and  tederal  reform  legislation  is 
needed  tor  VA  to  tully  participate  in  a  sin- 
gle-payer health  care  system 


HealtJi  Insurance 
Purchasing  Pools/Managed 
Competition  Plans 

Slates  Implementing  These  Reforms: 

California.  Flonda.  Iowa.  Kentucky. 
Minnesota.  .North  Carolina.  Ohio.  Te\as. 
Washington 

Slates  Considering  These  Reforms: 

Anzona.  California,  Connecticut.  Kansas. 
.Massachusetts.  Michigan.  New 
Hampshire.  L'tah 

Impact: 

.^fleets  Health  Care  Coverage.  These 
devices  offer  more  opportunities  for  indi- 
\  iduals  to  receive  reasonably  priced  pn- 
vate  insurance.  VA  may  t'ace  patient  base 
attrition  unless  it  is  allowed  to  become  a 
state -vemfied  health  plan  and  compete  for 
insurance  pool  members. 


Employer  Mandates 

States  Implementing  These  Reforms: 

Hawaii.  .Massachusetts.  Oregon. 
Wa.shinglon 

States  Considering  These  Reforms: 

North  Dakota.  Pennsylvania 

Impact: 

.Effects  Health  Care  Coverage  for 
Employed  Individuals.  Employer  man- 
dates increase  opponuniiies  tor  persons  to 
obtain  pnvale  insurance.  But  these  man- 
dates may  also  decrease  the  VA  patient 
base  unless  VA  can  attract  patients  with  a 
comprehensive  health  benefit  plan  equal  to 
pnvate  plans. 


Medicaid  Reforms 

•      Changes  in  Benefits  Package 

Waivers  trom  Health  Care  Financing 
.Adminisiraiion  (HCFA)  to  Expand 
Coverage 

States  Implementing  These  Reforms: 

.Arizona.  California.  Hawaii.  Kentucky. 
Maryland.  Michigan.  Minnesota. 
Missouri.  Montana.  .New  .Mexico.  New 
York.  Ohio.  Oklahoma.  Oregon.  Rhixic 
Island.  South  Carolina.  Tennessee.  Uiah. 
Washington.  West  Virginia 

Slates  Considering  These  Reforms: 

.Mabama.  Plonda.  Illinois.  Ma.ssachuselLs. 
Missouri.  Montana.  Nevada.  New 
Hampshire.  .North  Dakota.  Ohio.  South 
Carolina.  L  tah 

2.^ 


Impact: 

Aftccts  Availability  or  Coverage  of  Health 
Care  and  Possibly  Benefits.  Again,  anv 
expansion  ol  coverage  piovides  individu- 
als with  more  opponunmes  tor  coverage 
and  provides  more  competition  tor  VA. 
Medicaid  expansions  and  reforms  are  of 
concern,  because  these  reforms  target  a 
population,  including  veterans,  who  dis- 
proponionately  use  VA:  the  low-mcome 
and  disabled.  Some  .Medicaid  packaees 
are  more  comprchensnc  than  those  cur- 
rently available  to  many  veterans  using 
VA.  so  Medicaid  may  be  a  more  attractive 
health  care  coverage.  Some  states  have 
intentionally  excluded  veteran  users  of 
VA.  because  of  contusion  over  eligibility 
and  the  benefits  available  to  veterans  in 
VA.  Reforms  must  allow  veterans  to  par- 
ticipate in  any  ^tate  program  for  which,  as 
state  residents,  they  are  otherwise  eligible. 

.At  ifie  same  time,  by  failing  to  con- 
sider VA  in  these  reforms,  states  not  onlv 
endanger  VA.  hut  may  also  lose  opportuni- 
ues  to  shift  costs  for  veieran  residents  to 
the  Federal  government.  To  compete 
eftectively  with  private  health  plans.  VA 
must  have  state  and  local  suppon. 


Creation  of  Standard 
Benefit  Packages 

•  Standardized  benefit  packages  for 
state  health  reform  plans  and  insur- 
ance piirchasing 

pools 

•  "Bare  Bones"  benetit  packages 

States  Implementing  These  Reforms: 

Alabama,  Alaska.  Arizona.  Calilomia. 
Connecticut.  Honda.  Georgia.  Hawaii, 
niinois.  Iowa.  Kansa.s.  Kenmcky. 
Louisiana.  .Vlarykmd.  .Vlassachusetts. 
Minnesota.  .Mississippi.  .Montana. 
Nebraska.  .New  Jersey.  New  Mexico. 
.Nonh  Carolina,  Ohio.  Oklahoma.  Oregon. 
Tennessee.  Texas.  Vermont.  Vlreinia. 
Washington.  Wisconsin 

States  Considering  These  Reforms: 

Maine.  Michigan.  Nevada.  New  Hampshire. 
Nonh  Dakota.  South  Dakota.  L  tah 

Impact: 

Aftccts  Benefits  .Availability    Standard 
benefit  plans'  ettcci  on  VA  would  dcfvnd 
on  the  bcncl'iLs  included.  Comprehensne 
benefit  plans  that  include  primary  care, 
dental  care,  and  other  services  not  widely 
available  tfuough  V..\.  mas  draw  patients 
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from  VA.  Standardized  bencfil  plans  thai 
offer  only  basic  services,  however — which 
IS  ofien  ihc  case — would  noi  be  as  likeK 
10  cffeci  VA's  paiienl  base,  as  individuals 
uould  continue  to  use  VA  for  specialized, 
rchabilitaiivc.  or  long  term  care. 


Insurance  Market  Reforms 

•  Guaranieed  Issue  Limiiations  on 
Exclusions  for  Pre-CMsiing 
Conditions 

•  Requirements  for  Reinsurance — 
Ponabililv.  Renewability 

•  Rcquircmenti  for  Community 
Rating  Conirollina  Variation  m 
Premium  Variation 

States  Implementing  These  Reforms: 

All  but  Michigan.  Nevada.  Pennsylvania 

Stales  Considering  These  Reforms: 

Pennsylvania 

Impact: 

.AIIecLs  Healthcare  Coverage.  Insurance 
market  reform  is  likely  to  draw  higher-nsk 
patienis  from  VA.  Such  reforms  aim  to 
make  coverage  less  discnminatory  and 
pro\  ide  more  financial  access  to  care. 


Creation  of  Medical  High- 
Risk  Pools 

Stales  Implementing  These  Reforms: 

.■\laska.  Calilomia.  Colorddii.  Conncclicut, 
Flonda.  Georgia.  Illinois.  Indiana.  Iowa. 
Kansas.  Louisiana.  Minnesota. 
Mississippi.  Missoun.  Montana.  Nebraska. 
Neu  Jersey.  New  Mexico.  North  Dakota. 
Ohio.  Oregon.  South  Carolina.  South 
Dakota.  Tennessee.  Texas.  Utah. 
Washingion.  Wisconsin.  Wyoming 

Slates  Considering  These  Reforms: 

Idaho 

Impact: 

AflccLs  Health  Care  Coverage.  Provides  a 
'  saleiy  net"  lo  individuals  who  cannot 
obtain  insurance  through  traditional 
avenues   May  increase  access  for  some 
individuals,  especially  disabled  persons, 
some  ol  whom  may  receive  VA  care 
These  individuals  may  then  chixjse  private 
coverage  other  than  VA  healtJi  care 


Special  State  Initiatives  to 
Incorporate  VA  Medical  Care 
Facilities  into  Health  Care 
Reform  Plans 

Status: 

Of  the  countless  reform  initiatives  the  50 
states  have  undertaken,  only  four  slates' 
reform  legislation  even  mentions  VA. 
These  four  slates — Minnesota.  Montana. 
.North  Dakota,  and  Washingion — have 
either  included  VA  for  further  study  or 
a.ssigncd  it  a  secondary  role  under  their 
proposed  reforms.  Although  a  VA  role  ha.s 
nol  been  defined  in  the  legislalion  of 
Flonda  and  Minnesota,  both  states  have 
been  working  with  VA  leadership  lo 
include  VA  in  their  plans   However,  no 
slate  has  yei  made  VA  inlregal  to  ihcir 
reform  plans, 

Minnesota: 

Included  in  the  recently  enacted  1994 
MmnesotaCaie  legislation  is  a  provision 
which  allows  any  depanmenl,  agency,  or 
instrumentality  of  the  federal  government 
lo  organize  an  Integrated  Service  Network 
(see  Minnesota  section)  under  the  slate's 
reform  plan   Specifically,  this  will  allow 
VA  10  establish  an  ISN  that  will  be  able  to 
serve  veterans  exclusively.  There  is  also 
language  in  the  Acl  requiring  tfie 
Commissioner  of  Health  lo  recognize  the 
unique  problems  of  veterans  and  lo  con- 
sider methods  to  reach  underserved  por- 
tions of  ihc  veleran  population  in  develop- 
ing and  implemenung  initiatives  lo  expand 
access  lo  healthcare. 

Montana: 

Montana  has  slated  VA  its  Health  Care 
Authority  to  study  VA  and  otfKr  federal 
health  care  programs,  such  as  Indian 
Health  Service.  Medicare  and  Medicaid. 
A  199.^  reform  bill.  S.B.  285.  charged  the 
Autfioniy  with  designing  two  universal 
health  care  access  systems.  Each  of  tfiese 
plans  musl  include  a  method  of  integrating 
federal  programs  inio  the  overall  system. 
The  Authority  has  not  yet  determined 
exactly  how  lo  mcludc  the  programs  m 
their  reform  proposals 

North  Dakota: 

When  the  North  Dakota  Health  Task  Force 
released  iLs  recommendations  for  stale 
health  care  reform,  H  established  a  role, 
although  a  secondary  role  at  best,  for  VA. 
Under  each  of  the  two  Task  Force's  reform 
proposals  V.^i  care  (along  wiih  CHAM- 
PUS  and  Medicaid)  would  remain  an 


option  for  residents  Residents  choosing 
these  services  would  have  to  specifically 
opl  out  of  the  stale's  reform  program  lo 
seek  services  from  federal  programs. 

Washington: 

Like  Montana,  Washington  Stale  has  also 
charged  a  committee  with  studying  means 
u>  integrate  VA  and  other  federal  health 
care  into  its  reform  plan.  The  slate's  uni- 
versal coverage  plan  includes  a  purchasing 
pool  for  residents  who  receive  slate  cover- 
age known  as  ihe  Consolidated  State 
Purchasing  Agent  (CSPA),  The  state  seeks 
to  consolidate  veteran  programs  and 
CHAMPUS  (along  with  Medicare  and 
Medicaid,  provided  federal  waivers  arc 
granted)  into  the  Consolidated  State 
Purchasing  Agent  The  state's  Legislative 
Budget  Committee  is  responsible  for 
designing  ifie  best  method  to  accomplish 
Ihis  integration  WTiether  VA  becomes  a 
state -certified  health  plan  or  a  conu^cled 
provider  has  not  been  determined, 

Florida: 

Although  the  state's  enacted  legislation  has 
failed  to  specify  a  role  for  VA.  the  stale 
has  wori;ed  with  VA  officials  in  consider- 
ing future  reform.  Legislalion  in  ifus 
year's  Flonda  legislature  would  have 
allowed  VA  lo  become  an  "Accountable 
Health  Partnership"  able  lo  provide  med- 
ical care  10  eligible  residents  enrolled  in 
Flonda's  Community  Health  Purchasing 
Alliances  (CHPAs).  However,  the  legisla- 
tion did  nol  pass  during  ihis  year's  regular 
session. 


Key  Elements  of  Successful 
VA  integration  into  State 
Health  Care  Reform  Plans 

For  tfK'  VA  health  care  system  to  success- 
fully survive  in  this  new  era  of  health  care 
reform  many  changes  must  be  undertaken, 
nol  only  by  VA  itself,  but  by  stale  and  fed- 
eral legislators  as  well  Thus  far.  states 
have  been  slow  to  consider  VA's  role  in 
their  health  care  reforms.  However,  iherc 
IS  much  that  states  and  VA  can.  and  need. 
10  do  Below  are  PVA's  recommendations 
to  ensure  a  strong  fulure  existence  for  the 
VA  medical  system. 

Under  A  ny  Type  Of  Health  Care  Reform, 
PVA  Recommends: 

'      VA  medical  faciliues  should  become 
active  in  their  communiues'  heallh 
care  networks 
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•  VA  providers  should  optimize  opp(.)r- 
lunuies  to  decentralize,  specialize  and 
share  services  with  external  partners. 

No  state  health  care  reform  should 
prohibit  veterans  receiving  care  in  VA 
hospitals  from  participating  in  any 
program  for  which  they,  as  state  resi- 
dents, are  otherwise  eligible.  Some 
state  reform  plans  allow  eligible  resi- 
dents to  enroll  in  programs  with  more 
comprehensive  benefits  (particularly 
pnmary  and  preventive  care)  than 
many  veterans  can  currently  receive 
in  VA.  Some  states  have  attempted  to 
exclude  veterans  from  their  state  pro- 
gram, which  may  deprive  this  class  of 
citizen  of  benefits  available  to  other 
residents. 

Under  State  Reform,  PVA  Recommends: 

VA  medical  centers  should  seek  leg- 
islative relief  to  allow  themselves  to 
conform  to  state  standards  and 
become  certified  providers  (for  exam- 
ple, members  of  purchasing  groups). 

Should  a  stale  define  a  basic  benefits 
package  qualified  providers  will 
deliver  to  state  residents.  VA  medical 
centers  within  the  sute  should  be  able 
to  provide  the  same  benefits  to  its 
patients.  PVA  has  traditionally  sup- 
ported making  ttie  full  range  of  VA 
services  available  to  all  core  group 
veterans  (service-connected, 
low-income  or  special  categorv)  vet- 
erans. PVA  has  also  advocated  desig- 
nating catastrophically  disabled  veter- 
ans as  core  group  veterans. 

VA  should  be  allowed  to  make  pnma- 
ry care  accessible  to  all  of  its  users.  If 
VA  medical  centers  cannot  provide 
tfiis  care  themselves,  they  should  seek 
pannerships  with  DOD  or  academic 
affiliates  or  contract  for  tlie  care 
tfirough  private-sector  providers. 

Under  reform,  all  veterans  (including 
non-core  group  veterans)  and  veter- 
ans' dependents  should  be  permitted 
to  use  VA    Non-core  group  veterans 
or  dependents  must  support  the  cost 
ol  their  care,  either  on  their  own  or 
through  a  third-pany  payer.  Congress 
should  allow  tfiesc  dollars  (outside  of 
appropnaiions)  to  remain  m  VA.  If 
space  and  resources  arc  limited,  the 
following  priorities  should  apply  to 
enrollment:  I.  Core  group  veterans 


(including  the  catastrophicallv  dis- 
abled). 2.  other  veterans;  3    veter- 
ans'dependents.  VA  should  seek  to 
provide  care,  either  as  the  duect 
provider  or  as  the  payer,  to  as  manv  of 
these  individuals  as  possible. 

A  non-state  resident  now  receiving 
care  from  a  VA  facility  should  not  be 
prohibited  from  using  tfie  VA  medical 
center  he  or  she  considers  (and  can 
demonstrate)  to  be  his  or  her  main 
source  of  health  care. 

Under  significant  reform,  states 
should  join  VA  in  advix-atmg  that  VA 
medical  centers  receive  additional 
funding  for  marketing  and  customer 
service. 

VA  medical  centers  in  states  acuvely 
pursuing  health  care  reform  should 
seek  legislative  freedom  from  reslnc- 
iive  staff  floors  and  ceilings.   These 
prohibit  centers  from  using  staff  and 
resources  cost-etfectively  and  effi- 
ciently. 

PVA  supports  a  Congressional  pro- 
posal H.R.  -Wl  3  described  in  the  last 
section  of  this  publication:  "U.S. 
House  and  Senate  VA/ State  Health 
Care  Reform  Legislation"   HR  4013 
and  a  similar  Senate  proposal  (S. 
1974)  would  award  grants  to  selected 
states  that  are  implementing  reform  to 
establish  pilot  programs.  Pilot  pro- 
grams would  allow  these  states'  VA 
providers  more  tlexibility  to  partici- 
pate in  their  states'  reformed  system. 
PVA  recommends  that  states  enacting 
comprehensive  health  care  reform 
seek  such  grants. 

VA  medical  center  directors  must  con- 
tinue to  mainuun  the  integrity  of  their 
specialized  services.  Such  programs, 
including  spinal  cord  injury,  blind 
rehabilitation,  psychiatnc  care,  and 
other  "chronic  care  '  services  will  be 
cntical  in  a  new  health  care  environ- 
ment that  emphasizes  pnmary  care 

Reform  should  allow  VA  to  establish 
revolving  funds  in  which  they  mav 
keep  reimbursements  that  accrtie  trom 
funding  streams  outside 
Congressional  appropnations  lor  V,A. 

VA  should  maintain  a  system  that  is 
dedicated  to  the  health  care  ot  veter- 
ans, but  should  simultaneouslv  maxi- 
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State  Reforms  That 
Could  Affect 
Programs  for 
Disabled  Populations 


Stales  are  proposing  a  varieu  of 
reforms  which  arc  hkelv  lo  have  conse- 
quences— both  positive  and  negative — for 
disabled  populalions   Many  of  the 
reforms  being  considered,  proposed,  and 
implemented  at  the  state  level  are  dis- 
cussed below.  The  probable  impacts  of 
these  reforms  on  disabled  populations  in 
the  aggregate  are  also  discussed- 
However.  some  reforms  will  have  different 
impacts  on  one  state's  disabled  population 
than  on  another's.  For  example,  the  intro- 
duction of  a  basic  benefits  package  which 
extends  "bare  bones"  coverage  lo  popula- 
tions with  no  coverage  may  have  a  posi- 
tive impact  for  some  individuals  (includ- 
ing some  disabled  people),  bul  may  nega- 
tively affect  individuals  already  entitled  to 
a  fau'ly  comprehensive  range  of  services. 
This  "breadth  for  depth"  dilemma  is  at  iJk 
heart  of  the  quest  for  comprehensive  cov- 
erage for  all  populations. 

Universal  Coverage 

States  Implementing  This  Reform: 

Hawaii,  Massachusetts.  Oregon. 
Washington 

States  Consiilering  This  Reform: 

California,  Maine.  Minnesota.  Missoun, 
Montana.  North  Dakota.  Pennsylvania. 
South  Dakota,  Vermont 

Impact: 

Affects  coverage  for  health  care.  Likely  to 
positively  affect  disabled  persons  because 
coverage  will  be  available  for  all  wittiout 
excluding  those  with  pre-existing  condi- 
tions or  otfierwise  discriminating  on  the 
basis  of  health  status. 


Single  Payer  Financing 
Systems 

Stales  Implementing  These  Reforms: 

.None 

States  Considering  These  Reforms: 

California.  Mjinc.  Missoun.  Montana. 
North  Dakota.  V'crmonl 

Impact: 

.effects  all  providers  and  payers  by  stan- 
dardizing benefits  and  making  coverage 
universal-  Seriously  disabled  persons 
would  likely  benefit  from  the  guaranteed 
coverage  (without  pre-existing  condition 
limitations)  implicit  in  a  single-payer  sys- 
tem. Disability  advocates  must  scrutinize 
the  benefits  package  covered  under  such  a 
system  to  ensure  that  it  can  deliver  ade- 
quate health  care  to  disabled  people  with- 
out excessive  oui-of-pockei  costs. 


Health  Insurance  Purchasing 
Pools/Managed  Competition 
Plans 

States  Implementing  These  Reforms: 

California.  Ronda.  Iowa.  Kentucky. 
Minnesota.  North  Carolina.  Ohio,  Texas, 
Washmgion 

States  Considering  These  Reforms: 

Anzona.  California,  Connecticut,  Kansas, 
Massachusetts.  Michigan.  Missouri.  New 
Hampshire.  Oklahoma,  Utah 

Impact: 

Affects  Health  Care  Coverage   May  offer 
disabled  individuals  more  opportuniues  to 
receive  pnvaie  insurance.  Purchasing  pools 
may  allow  employers  of  disabled  people 
lower  premiums,  because  these  employers 
share  nsk  with  other  insurance  purchasers. 


Employer  Mandates 

Stales  Implementing  These  Reforms: 

Hawaii,  Massachusetts.  Oregon. 
Washington 

Stales  Considering  These  Reforms: 

North  Dakota.  Pennsylvania.  Vermont 

Impact: 

Affects  Health  Care  Coverage  for 
Employed  Individuals.  With  community 
rating,  mandates  are  likely  to  be  somewhat 
effective.  Without  community  rating, 
employers  may  discnminate  in  hinng,  to 
avoid  paying  higher  premiums  to  insure 
disabled  employees.  Guaranteed  coverage 


through  employers  for  a  fairly  comprehen- 
sive benefits  package  would  also  benefit 
disabled  individuals  by  removing  a  signifi- 
cani  disincentive  to  work.  Disabled  indi- 
viduals, should  they  become  employed, 
nsk  thcu'  public  assistance  tor  health  care 
benefits.  This  loss  is  significant,  given  the 
costs  of  durable  medical  equipment  and 
other  services  disabled  individuals  require. 


Medicaid  Reforms 

Managed  Care 

Changes  in  Benefits  Package 

Waivers  from  Health  Care  Financing 
.Adminisu^tion  (HCFA)  to  Expand 
Coverage 

States  Implementing  These  Reforms: 

Arizona.  Calitomia.  Hawaii.  Kentucky. 
Maryland.  Michigan.  Minnesota, 
Missoun,  Montana,  New  Mexico,  New 
York.  Ohio.  Oklahoma.  Oregon.  Rhode 
Island.  South  Carolina.  Tennessee,  Utah, 
Washington,  West  Virginia 

States  Considering  These  Reforms: 

Alabama,  Flonda.  Illinois.  Massachusetts. 
Missoun.  Montana.  Nevada.  New 
Hampshire.  .Nonh  Dakota,  Ohio, 
Oklahoma,  South  Carolina.  Utah 

Impact: 

Affects  health  care  availability  and  cover- 
age and.  possibly,  benefits.  The  Federal 
government  and  the  states  fund  Medicaid. 
The  Federal  government,  through  the 
Health  Care  Financing  Administrauon 
(HCFA  1  sets  standards  states  must  meet  lo 
obtain  federal  funding.  These  standards 
include  a  minimum  standard  benefits 
package  and  guaranteed  enrollment  for 
specified  caiegones  of  individuals — blind 
people,  disabled  individuals,  and  elderly 
individuals  and  Aid  to  Families  with 
Dependent  Children  beneficianes   Slates 
may  exceed  the  minimum  benefits  stan- 
dards and  receive  "matched"  funds.  The 
breadth  of  slates'  benefits  packages  vanes 
significantly   Some  states  are  now  asking 
HCFA  to  exempt  them  (under  "1151" 
Medicaid  waivers!  from  some  of  their 
requirements  so  that  they  may  use  federal 
funding  to  expand  coverage  for  residents 
This  may  not  benefit  disabled  populauons 
who  are  often  already  eligible  for  cover- 
age. In  fact.  It  could,  in  some  instances,  be 
detnmcntal.  because  to  finance  reform, 
states  may  cut  services  disabled  popula- 
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Uons  typically  use.  On  ihe  posmve  sick. 
however,  higher-income  disabled  people 
(including  some  uninsured  and  uninsur- 
able) may  have  new-found  access  lo  more 
comprehensive  "Medicaid-like"  benefils 
packages. 

The  effect  of  placing  more  of  the 
Medicaid  disabled  population  m  managed 
care  programs  is  unknown.  Managed  care 
will  likely  enhance  access  to  prevenUve  and 
primary  cait  services,  but  may  block  estab- 
lished relauonships  with  specialists  trained 
to  deal  with  disabled  peoples'  needs. 


package  that  may  adequately  cover  healthy 
individuals  with  "main-stream"  health  care 
needs.  Some  packages  only  protect  indi- 
viduals from  catastrophic  care  costs  (that  is. 
they  may  limit  out-of-pocket  expenditures 
to$IO.(XX)).  While  such  policies  may 
extend  minimal  care  (particularly  preven- 
tive and  primary  care)  to  residents  who  cur- 
rently have  none,  they  are  not  likely  to 
address  disabled  populauons'  needs. 
Disabled  populations  must  have  access  to  a 
well-integrated  continuum  of  health  care 
services  (as  idenufied  above). 


Ohio.  Oegon.  South  Carolina.  South 
Dakota,  Tennessee.  Texas.  Utah, 
Washington.  Wisconsin.  Wyoming 

States  Considering  These  Reforms: 

Idaho 

Impact' 

Affects  health  care  coverage.  Serves  as  a 
"safety  net"  for  individuals  who  cannot 
obtain  insurance  ttirough  traditional 
avenues.  May  increase  access  for  some 
individuals  by  allowing  them  to  purchase 
insurance  at  more  equitable  costs. 


Creation  of  Standard 
Benefit  Packages 

Standardized  benefit  packages  for 
state  health  reform  plans  and  insur- 
ance purchasmg  pools 

"Bare  Bones '  packages 

States  Implementing  These  Reforms: 

Alabama,  Alaska,  Arizona.  California. 
Connecticut,  Flonda,  Georgia,  Hawaii, 
Illinois.  Iowa.  Kansas.  Kentucky. 
Louisiana.  Maryland,  Massachusetts, 
Minnesota.  Mississippi,  Montana, 
Nebraska,  New  Jersey,  New  Mexico, 
North  Carolina.  Ohio,  Oklahoma.  Oregon, 
Tennessee,  Texas,  Verrrwnt,  Virginia. 
Washington.  Wisconsin 

States  Considering  These  Reforms: 
Maine.  Michigan.  Nevada,  New  Hampshire, 
North  Dakota,  South  Dakota,  Utah 

Impact: 

Affects  benefits  availability.  Advocates  of 
disabled  people  should  look  for  standard 
package  features  that  enhance  chronically 
disabled  peoples'  independence  and  quali- 
ty of  life   Such  features  might  include 
expanded  access  to  long-term  care  pro- 
grams (such  as  nursing  home,  adult  day 
health,  respite,  hospital-based  home  care, 
community  residenual  care,  and  personal 
assistance)  in  institutions,  communities, 
and  homes;  durable  medical  equipment; 
medical  supplies;  short-  and  long-term 
rehabilitative  programs;  and.  prosthetics 
These  services  are  not  typically  available 
in  standard  benefits  packages. 

To  provide  some  individuals  with  min- 
imal insurance  coverage,  some  states  are 
standardizing  benefits  packages  available  to 
lower-income  individuals.  These  packages 
are  sometimes  available  with  subsidization. 
Packages  may  uKlude  minimum  benefits 


Insurance  Market  Reforms 

•      Guaranteed  IssueyLimitauons  on 
Exclusions  for  Pre-Exisung 
Conditions 

Requirements  for  ReinsurarKe — 
Portability,  Renewability 

Requirements  for  Community 
Raung/Controlling  Variation  in 
Premiums 

States  Implementing  These  Reforms: 

All  but  Michigan.  Nevada,  Pennsylvania 

States  Considering  These  Reforms: 

Pennsylvania 

Impact: 

Affects  health  care  coverage.  Any  insur- 
ance marltet  reform  is  likely  to  help  dis- 
abled people,  because  reforms  aim  to 
make  coverage  less  discriminatory.  Some 
reforms  attempt  to  make  insurers  grant 
policies  10  more  individuals  who  apply — 
ttiey  mandate  that  insurers  accept  appli- 
cants who  fall  within  certain  broadened 
parameters.  Others  limit  tfie  number  of 
policy  applicants  insurers  can  refuse 
because  of  pre-existing  conditions.  Otfier 
insurance  market  reforms  enable  individu- 
als who  suffer  a  catastrophic  injury  or  ill- 
ness while  insured  to  keep  their  policies. 
Some  reforms  may  also  decrease  disabled 
individuals'  care  costs  by  spreading  costs 
across  more  individuals  or  limiung  vana- 
tions  in  premiums  for  different  groups  of 
individuals. 


Creation  of  High-Risk  Pools 

States  Implementing  These  Reforms: 

Alaska,  California,  Colorado.  Connecticut, 
Honda,  Georgia,  Illinois,  Indiana,  Iowa, 
Kansas,  Louisiana,  Minnesota, 
Mississippi,  Missoun,  Montana.  Nebraska, 
New  Jersey.  New  Mexico.  North  Dakota, 


Long  Term  Care 
Insurance  Reform 

Asset  Protecuon 

Standardization  of  Coverage 

•      Private/Public  Coverage  Partnerships 

States  Implementing  These  Reforms: 
Connecucut,  Indiana,  New  \o&. 

States  Considering  These  Reforms: 

California.  South  Dakota,  Vermont 

Impact: 

Affects  availability/coverage  for  long-term 
care  benefits.  Few  Americans  have  long- 
term  care  Insurance.  Because  it  is  not  reg- 
ulated, fraud  and  abuse  disproportionately 
plague  tfie  industry.  Individuals  would 
benefit  firom  uniform  standards  for  the 
industry.  Long-term  care  policies  currently 
available  are  also  cost-prohibttive  for  most 
Americans;  elderly  and  disabled  individu- 
als, who  most  need  the  services  available 
through  these  policies,  cannot  afford  them 
unless  they  purchased  policies  as  younger 
adults  or  in  advance  of  theu^  disabilities. 
Many  disabled  or  elderly  individuals 
would  benefit  from  polices  that  meet  their 
long-term  care  needs  and  shelter  tfiem  from 
excessive  out-of-pocket  costs. 

Special  State  Initiatives  for 
Disabled  Individuals 

States  Implementing  These  Reforms: 
Indiana,  Massachusetts 

States  Considering  These  Reforms: 

None 

Impact: 

These  special  iniuatives'  impacts  are  not 
yet  assessed,  but,  given  disabled  individu- 
als' special  needs,  are  too  often  unmet 
Some  of  most  state  systems'  failings 
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include  lack  of  case  managcmenL  lack  of 
care  ciX)rdinauon.  and  lack  of  access  lo 
ions-icrm  care  service"^  ihal  enhance  man> 
disabled  individuals'  qualii\  of  hte  and 
independence.  Special  state  programs 
could  be  c\tremel>  beneficial  lo  till  such 
service  gaps. 

A  special  Indiana  program  covers  the 
cost  of  elderly  and  disabled  a'sidcnls'  care 
alter  they  have  exhausted  other  revenue 
sources   The  goal  of  Indiana's  ■■CHOICE" 
program  is  to  encourage  maximum  inde- 
pendence for  aged  and  disabled  persons 
I  identified  by  their  through  inability  lo 
pcrlorm  aciiviues  of  daily  living  I  through 
the  use  of  home-based  services.  Indiana's 
program  offers  access  to  services  that  are 
not  available  tfirough  most  state  Medicaid 
programs   It  also  oflcrs  case  management 
services,  which  promote  the  most  effective 
use  of  care  and  could  conceivably,  there- 
fore, save  slate  monies   The  program  is 
similar  to  the  community  and  home-based 
care  program  contained  in  Title  D  of  the 
Clinton  Administration's  national  health 
care  reform  legislation,  the  Amencan 
Health  Secunty  Act 

Massachusetts'  plan  is  designed  to 
remove  work  disincentives  for  disabled 
populations.  It  offers  disabled  employees 
opponuniues  to  purchase  coverage  equal 
to  ifiat  of  the  Medicaid  package — if 
employers  offer  insurance,  the  disabled 
employee  may  purchase  a  supplement  to 
bridge  the  difterence  in  benefits  between 
his  new  plan  and  the  .Medicaid  package 

Key  Elements  of  State  Health 
Care  Reform  Plans' 
Successful  Accommodation  of 
People  with  Disabilities 

PVA  idenufied  some  state  proposals  or 
reforms  that  would  enhance  health  care 
coverage,  service  availability,  or  accessi- 
bility for  people  with  disabilities.  Under 
most  reforms,  however,  there  remain  prob- 
lems lo  solve  to  belter  serse  the  disabled 
population    Below  are  PV.A  s  recommen- 
dations to  improve  access  and  quality  of 
service  delivery  for  disabled  citizens 

Reform  plans  should  incorporate 
medical  facilities  dedicated  lo  special- 
ized care  deliven  (such  as  rehabilita- 
tive, long-term  care  and  other  chronic 
care  programs)  in  their  communities' 


health  networks.  Such  verticaily  inte- 
grated delivery  systems  can  meet  dis- 
abled individuals'  specialized  and 
mainstream  care  needs 

Slates  should  monitor  rehafiditauve 
laciliues  and  other  chronic  can; 
providers'  adfiercnce  to  ngonxis  quality 
standards  to  reward  licensure   Failure 
to  mainiain  specificxl  perlormance  stan- 
danis  should  result  in  piobauon  and.  il 
na-essary,  closure  of  the  facilirv. 

States  should  augment  long-term  care 
benefits  for  disabled  persons,  to  main- 
tain or  enhance  tfieir  independence  and 
quality  of  lite   Indiana's  "CHOICE  " 
program  is  a  gcxxJ  example  of  a  state 
program  for  elderly  and  disabled  indi- 
viduals thai  provides  a  broader  contin- 
uum of  care  for  eligible  state  residents 
than  most  other  states  provide. 

States  should  seek  Medicaid  waivers 
to  provide  long-term  Medicaid  bene- 
fits in  ihe  most  cost-eflective  and 
therapeutic  settings.  Lack  ot  reim- 
bursement for  many  home  and  com- 
munity-based services  has  stifled 
development  of  this  industry  whose 
services  disabled  people  need. 
Reimbursement  should  cover  non- 
institutional  care  (personal  assistance 
or  home-  or  communiiy-based  ser- 
vices), when  It  either  complements  or 
substitutes  for  insututional  care  for 
eligible  beneficiaries   In  addition. 
Slate  and  federal  programs  must  con- 
tinue to  adequately  provide  for  benefi- 
ciaries' insmuuonal  care  needs 

States  should  provide  adequate  health 
care  coverage  to  mouvate  disabled 
populations  to  enter  or  re-enter  the 
labor  market   Disabled  individuals 
who  are  productive  lax-payers  help  to 
finance  their  own  care' 

Slates  reforms  must  consider  the  needs  of 
tiieir  ciuzens  with  long-term  care  needs 
While  Slates  struggle  to  meet  theu-  resi 
dents'  needs,  many  officials  are  compro- 
mising '■breadth^  for  ■'deplh^^  The  result 
of  the  compromise  can  leave  disabled  resi- 
dents who  need  ongoing  comprehensive 
services  worse  off  than  they  are  todav. 
States  need  to  carefully  examine  their 
reform  proposals  to  ensure  that  their  dis- 
abled populauons'  needs  are  adequately 
protected   Failure  to  do  so  frequentiv 
results  in  more  intensive  acute  care  needs 
for  disabled  people  and  greater  care  costs 


for  ihc  individual  and.  often.  ifK  state 
which  tunds  their  care    Most  state  plans 
also  tail  lo  address  the  following  concerns. 

States  should  examine  the  cost-cftec- 
u\ eness  ot  providing  ca.se -manage- 
ment services  to  disabled  persons 

•  States  should  disseminate  information 
to  disabled  persons  about  pro\  idcrs 

w ho  can  and  will  acccpl  them   These 
networks  would  idcnlily  both  special- 
ists to  address  individuals'  spccilic 
conditions  and  gcneralisLs  who  can 
disabled  peoples'  pnmary  care  needs. 

Slates  should  recruit  physicians  and 
other  clinicians  to  provide  services  lo 
disabled  people.  They  should  ofter 
training  for  individuals  who  express 
inieresi  in  providing  services. 

•  Should  a  state  define  a  basic  benefits 
package  to  be  delivered  to  stale  rcsi- 
dcnis  tfirough  qualified  providers,  that 
state's  disabled  residents  should 
receive  the  same  benefits.  In  addition, 
residents  should  not  lose  access  to 
additional  benefits  specified  in  the 
state's  Medicaid  program  or  available 
tfirough  olher  stale  programs  (for 
example.  Workers'  Compensation) 

Reimbursement  methodologies  for 
long-term  care  must  change.  Slates 
embarking  upon  long-term  care  insur- 
ance reform  must  couple  it  with  reim- 
bursement reform  for  federal  and  state 
financed  long-term  care  programs 
Programs  musi  reimburse  for  services 
in  ifie  most  appropnate  settings — both 
institutional  and  non-inslitutional 
Long-term  care  programs  should  serve 
individuals  based  on  their  degree  of 
disability,  not  tfieir  incomes.  Cost- 
shanng  requirements  should  ensure 
that  those  who  can  afford  to  pay  their 
lair  share  for  these  services  do  so. 

Providers  who  operate  "centers  of 
excellence"  in  stales  with  reform 
efioas  should  include  non-stale  resi- 
dents now  receiving  Ifieircare  from 
those  sites   Instead,  states  should 
develop  partnerships  with  staie-run 
agencies  or  recipra'ity  for  services 
rendered  to  out-of-siate  residents 
State  networks  should  provide  spe- 
cialized services  lo  residents  thai  need 
them,  even  if  doing  so  means  estab- 
lishing relationships  wiih  providers 
outside  the  stale  boundaries. 
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State  Health  Care 
Reform  VA  Pilot 
Programs 


Legislation  under  consideniuon  in  the 
U.S.  House  and  Senate  would  give  VA 
health  care  facilities  in  certain  states 
unprecedented  flexibility  to  reorganize 
(heir  delivery  systems  and  expand  bene- 
fits. Exemption  from  many  federal  man- 
dales  would  enable  VA  providers  to  inter- 
act and  compete  on  an  equal  basis  with 
other  providers  in  those  states  facing  major 
health  care  reforms.  Current  federal  cen- 
tralized management,  financing,  and  regu- 
lation, coupled  with  eligibility  limitations, 
could  put  many  VA  health  care  faciliues  at 
distinct  disadvantage  with  otfier  providers 
in  states  seeking  to  provide  universal  cov- 
erage and  standard  benefit  packages.  Even 
partial  reforms,  such  as  Medicaid  expan- 
sions, could  eventually  erode  VA's  patient 
base  and  undermine  its  contnbulion  to  vet- 
erans care  m  those  states.  To  survive 
under  these  reforms  and  become  a  full 
partner  in  new  state  health  systems.  VA 
medical  facilities  must  be  administrauvely 
and  financially  flexible.  States  need  simi- 
lar legislauon  to  fully  "blend"  state  and 
federal  systems  into  a  successful  working 
partnership. 

Legislation.  H.R.  -4013.  introduced  by 
Represenlauve  J.  Roy  Rowland  (D-GA) 
in  the  House  and  S.  1974  intfoduced  by 
Senator  John  (Jay)  Rockefeller.  PV 
(D-WV)  in  the  Senate  would  authorize 
VA  to  establish  pilot  programs  in  certain 
states  with  advanced  health  care  reform 
proposals.  The  bills  would  give  VA  facili- 
ties in  those  slates  broad  administrative 
independence  and  budget  flexibility.  They 
would  free  VA  faciliues  from  many 
encumbering  federal  regulations  regarding 
hinng.  procurement  and  contracting.  Most 
importanilv,  the  bills  would  eliminate  VA's 
current  tragmcnted.  "patchwork"  eligibili- 
ty system  which  provides  full  coverage  for 
some  veterans  and  only  partial,  rationed 
coverage  for  others.  The  legislation  would 
enable  VA  facilities  in  those  states  to  offer 
a  benefit  plan  thai  could  match  the  basic 
comprehensive  package  offered  by  the 
state  under  health  care  nfotm. 


The  pilot  programs  should  give  VA 
facilities  a  chance  for  survival,  but  only  in 
those  slates  currently  facing  major 
reforms.  The  legislation  provides  no 
mechanism  for  extending  its  provisions  to 
VA  facilities  in  states  that  might  enact  sim- 
ilar reforms.  Both  bills  limit  the  number 
of  pilot  states  to  five,  leaving  selection  of 
those  Slates  to  VA.   Regardless  of  the  um- 
ing  or  the  scope  of  national  reforms,  all 
fifty  states  inevitably  could  move  on  their 
own  to  make  changes  and  adaptations  in 
the  stmcture  of  health  services  provided 
within  their  bordeis.  VA  must  have  the 
flexibility  to  react  in  many  different  ways 
to  these  potentially  unique  challenges. 
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PREPARED  STATEMENT  OF  THOMAS  L.  GARTHWAITE,  M.D., 
PRESIDENT,  NATIONAL  ASSOCIATION  OF  VA  CHIEFS  OF  STAFF 

(NAVACOS) 

The  National  Association  of  VA  Chiefs  of  Staff  represents  the  clinical 
leaders  of  VA  medical  centers.  These  leaders  are  deeply  worried  about  the 
impact  of  state  health  care  reform  initiatives  on  the  future  of  their  medical 
centers  and  their  ability  to  deliver  needed  services  to  the  veterans  they  serve. 
Each  state  reform  effort  presents  a  unique  set  of  issues  which  can  only  be 
solved  by  local  VA  leaders  who  are  given  the  freedom  to  create  and  implement 
unique  solutions.  Ten  chiefs  of  staff  in  nine  different  states  were  consulted  in 
preparing  this  testimony  and  they  are  in  substantial  agreement  regarding  the 
immediate  legislative  and  regulatory  changes  necessary  to  assure  that  all  VA's 
will  thrive  in  the  new  health  care  system. 

1.  A  VA  which  must  submit  every  contract  to  higher  authority  for  review 
will  not  thrive.  We  know  that  there  will  be  significant  delays  in  gaining  central 
approval  of  contracts.  Such  delays  will  slow  implementation  and  frustrate  all 
parties  involved  in  the  contract.  We  will  need  broad  based  and  decentralized 
contracting  authority  to  allow  us  to  purchase  individual  services  from  various 
providers. 

In  addition  to  the  freedom  to  write  contracts  quickly  and  locally,  we  must 
be  allowed  to  develop  long  term  relationships  with  our  suppliers  to  continu- 
ously improve  the  product  and  the  business  relationship.  Therefore,  it  will  also 
be  necessary  that  we  be  permitted  to  write  sole  source,  non  competitive,  multi- 
year  contracts  where  they  will  be  of  benefit  to  the  VA  medical  center  and  the 
veteran.  Since  many  of  our  agreements  and  contracts  will  be  with  affiliated 
medical  schools,  it  is  time  to  establish  trust  with  all  involved  groups  regarding 
the  benefits  derived  from  affiliations.  Now  is  a  key  time  to  cement  affiliations 
rather  than  continuing  to  drive  these  synergistic  organizations  apart. 

There  are  potential  savings  for  VA's  and  affiliates  in  contracts  which  allow 
consolidation  of  overhead.  Some  estimates  have  suggested  that  overhead  is  20- 
25%  of  health  care  expenditures.  Areas  which  might  be  consolidated  include 
billing  systems,  purchasing,  training,  radiation  safety,  quality  assessment 
mechanisms/expertise/software,  medical  waste  disposal,  laundry,  library, 
medical  media,  and  others.  For  the  many  VAMC's  which  are  in  close 
geographic  proximity  with  an  affiliated  medical  center,  much  flexibility  to 
consolidate  operational  aspects  could  significantly  enhance  efficiency  and, 
therefore,  marketability  for  both  institutions. 

New  types  of  contracts  will  be  needed.  Market  research  and  planning  are 
new  to  VA  and  will  be  easier  to  obtain  by  contract  than  in-house  development. 
Contracts  with  groups  of  rural  physicians  may  be  desirable  to  provide  primary 
care  in  remote  sites.  Flexibility  will  be  key  to  effectiveness  as  we  look  for 
creative  solutions  for  obtaining  necessary  services  to  be  a  comprehensive  health 
care  system. 

2.  VA  medical  centers  must  be  exempted  from  artificial  FTEE  ceilings  and 
floors.  For  example,  we  must  be  able  to  hire  extra  nurses  after  graduation  when 
they  are  available.  We  must  be  able  to  hire  our  professionals  based  on  need 
with  the  mix  that  makes  sense  for  us  at  the  time.  The  goal  must  be  efficient, 
quality  health  care  rather  than  meeting  an  FTEE  target. 
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Similarly,  the  rigid  categorization  of  resources  without  flexibihty  to  move 
among  various  accounts  results  in  considerable  inefficiency.  It  may  make  sense 
to  remodel  to  consolidate  staff,  yet  we  may  have  to  wait  years  to  get  the 
project  approved.  In  the  meantime,  the  inefficiency  may  have  cost  more  than 
the  project.  The  ability  to  move  freely  between  categories  (personnel,  operating 
funds,  projects,  automated  data  processing,  equipment)  would  allow  more 
rational  use  of  resources  than  currently  is  possible  and  allow  us  to  meet 
additional  demands  such  as  providing  data  for  "quality  report  cards." 

3.  There  is  universal  enthusiasm  for  eligibility  simplification.  While 
comprehensive  eligibility  reform  would  be  ideal,  we  recognize  the  difficult 
choices  inherent  in  clearly  defining  the  eligibility  of  every  veteran.  However, 
simplification  and  modernization  of  many  eligibility  rules  would  enhance  our 
ability  to  produce  a  marketable  product. 

4.  We  are  aware  that  there  may  be  a  desire  to  limit  the  freedoms  to  deal 
with  state  reforms  to  a  few  demonstration  projects.  We  believe  it  would  be 
unwise  to  allow  VA  medical  centers  in  some  states  with  legislated  programs 
to  adapt  to  state  initiatives  while  denying  that  opportunity  to  others.  By  the 
time  a  few  pilot  projects  have  been  completed,  many  VA's  will  have  lost  the 
battle. 

5.  Many  VA  medical  centers  were  built  for  inpatient  care.  Modernization 
has  been  inadequate  to  update  all  medical  centers  to  efficiently  provide  the 
expanded  outpatient  care  programs  of  today.  Additional  nonrecurring  funds  will 
be  necessary  to  replace  certain  facilities  and  to  modernize  others  to  provide 
tomorrow's  care. 

6.  A  key  to  any  competitive  venture  is  an  accurate  understanding  of  the 
marketplace.  There  are  currently  0MB  restrictions  on  surveys  involving  ten 
people  or  more.  Enhanced  ability  to  understand  our  customer's  need  via 
carefully  designed  local  surveys  will  be  key  to  our  survival  and  the  quality  of 
care  we  deliver. 

7.  A  massive  overhaul  of  the  personnel  system  should  be  considered.  The 
rules  do  not  allow  us  to  reward  the  behaviors  we  desire,  nor  do  they  facilitate 
the  removal  of  those  whose  contribution  to  the  organization  is  minimal.  While 
such  an  undertaking  is  beyond  a  quick  solution,  it  is  time  to  start  the  long 
journey.  Immediate  action  to  permit  more  liberal  use  of  incentive  pay  is 
needed.  Further  reform  of  physician  pay  would  allow  flexibility  to  meet 
community  pay  structures  and  to  reward  the  quality,  quantity  and  type  of  work 
performed.  NAVACOS  is  honored  to  be  allowed  to  participate  in  this  dialog 
regarding  the  VA  role  in  state  health  care  reforms.  We  have  identified 
additional  issues  which  will  need  attention  for  VA  to  flourish  under  rational 
health  care  reform.  Regardless  of  the  final  reform  plan,  we  must  work  together 
to  improve  VA  health  care. 


RESPONSE  FROM  MR.  MANLEY  TO  QUESTION  BY  SENATOR 

MURKOWSKI 

It  IS  our  understanding  that  the  50  percent  of  the  lowest  cost  plan  premium 
which  Washington  State  employers  must  pay  is  deductible  by  the  employer  as 
an  ordinary  and  necessary  business  expense  under  current  federal  income  tax 
law. 
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The  State  of  Washington  currently  has  no  income  tax.  It  imposes  an  excise 
tax  on  businesses  for  the  act  or  privilege  of  doing  business  known  as  the 
Business  and  Occupation  (B&O)  tax.  Since  it  is  not  an  income  tax,  no 
deductions  for  labor,  materials  or  other  costs  of  doing  business  are  generally 
provided.  Therefore,  there  is  no  general  deduction  provided  for  employer-paid 
health  insurance  premiums.  However,  the  state  health  reform  law  does  require 
the  Health  Services  Commission  to  submit  a  recommendation  to  the  legislature 
providing  for  a  state  tax  credit  for  employers  of  less  than  500  employees 
against  the  B&O  tax  of  up  to  40  percent  of  the  employer's  share  of  the 
premium  paid  on  behalf  of  dependents  of  its  employees. 

Additionally,  recognizing  the  impact  of  health  reform  on  small  employers, 
the  state  law  requires  the  Washington  Health  Services  Commission  to 
administer  direct  financial  aid  to  employers  of  less  than  25  employees.  This  is 
initially  funded  with  the  lesser  of  $150  million  or  25  percent  of  the  cost  of  the 
uniform  benefits  package  per  employer's  insured  employee  or  dependents. 


WRITTEN  QUESTIONS  FROM  CHAIRMAN  ROCKEFELLER  TO  MR. 
BOLLINGER  AND  THE  RESPONSES 

Question  I.  Please  list  your  suggestions  of  the  most  essential  elements  for 
a  state-based  pilot  program. 

Answer.  I)  Mandatory  comprehensive  benefit  package  and  eligibility  for 
enrollees  to  receive  the  full  continuum  of  care. 

2)  Adequate  and  stable  funding  base,  provided  through  additional  appropria- 
tions not  taken  from  existing  system  funding. 

3)  Freedom  to  move  services  into  the  community  and  closer  to  the  patient 
population  to  improve  access. 

Question  2.  How  many  states  do  you  think  should  be  included  in  a  health 
care  reform  pilot  program? 

Answer.  Initially,  we  recommend  that  four  states  be  included:  Washington, 
Oregon,  Minnesota  and  Florida.  We  do  not  believe  that  Vermont  is  ready  with 
its  reforms  at  the  present  time  to  be  included  as  a  pilot  program  state. 
Tennessee's  reforms  are  not  comprehensive  enough  to  have  a  serious  impact 
on  VA  at  this  time. 

We  do  recommend  that  language  authorizing  the  pilot  programs  provide  a 
mechanism  whereby  VA  and  the  Congress  can  include  additional  VA  facilities 
into  pilot  programs  in  additional  states  that  may  enact  reforms.  Full  implemen- 
tation of  national  health  care  reform,  even  if  enacted  this  year,  could  be  many 
years  down  the  road — enough  time  for  additional  states  to  enact  their  own 
reforms.  VA  facilities  in  those  states  will  need  the  ability  to  react  and  compete 
under  those  reforms. 

Question  3.  What  suggestions  do  you  have  to  make  sure  that  VA  Central 
Office  would  give  state  facilities  the  flexibility  that  you  believe  they  will  need? 

Answer.  Individual  managers  of  VA  AHP's  will  have  to  assume  the  same 
standards  of  independence  and  flexibility  as  other  providers  in  their  geograph- 
ical area  in  order  to  make  VA  successful  in  a  reformed  health-care  environ- 
ment. This  flexibility  can  be  achieved  by  a  careful  review  and  modification  of 
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existing  VA  regulations.  The  pilot  programs  can  be  very  useful  in  making  this 
assessment.  At  the  same  time,  as  a  national  health  care  system  tasked  with  a 
traditional  federal  responsibility,  VA  must  maintain  a  centralized  structure  that 
will:  set  policy,  see  that  policy  is  carried  out,  assure  accountability  and  protect 
the  system's  obligations  to  veterans. 

PVA  is  increasingly  concerned  that  competitive  forces  along  with  shrinking 
resources  could  lead  many  VA  medical  centers  to  abandon  those  additional 
benefits,  such  as  specialized,  care  for  veterans  with  spinal  cord  injuries, 
extended  rehabilitation,  prosthetics,  mental  health  services  and  long-term  care. 
All  of  these  services  are  part  of  the  traditional  structure  and  focus  of  the 
veterans  health-care  system.  They  are  also  benefits  which  are  over  and  above 
the  services  authorized  by  any  state  or  national  health  care  reform  plan.  A 
certain  degree  of  centralized  supervision  and  policy  direction  is  mandatory  to 
ensure  the  continuity  and  availability  of  these  services.  PVA  urges  the 
Committee  to  ensure  that  these  programs  are  clearly  defined  in  the  mission  of 
a  reformed  VA  health  care  system  to  see  that  eligible  veterans  can  have  ready 
access  to  the  full  range  of  specialized  resources  when  needed. 

Question  4.  What  are  your  best  estimates  of  the  average  cost  per  veteran, 
per  year  for  providing  a  basic  package  of  services,  similar  to  that  in  the  Clinton 
plan,  compared  to  the  average  annual  cost  per  VA  patient  today? 

Answer. 

ROUGH  ESTIMATE  OF  CURRENT  COST  PER  PATIENT  IN  VA 

PVA's  most  recent  analysis  of  these  costs  utilizes  medical  care  appropria- 
tions for  FY  1987  through  1992  factored  by  an  estimate  of  routine  veteran 
users  for  that  time  period. 

Total  appropriations  FY  1987-FY  1992  $67,920,012,000  Divided  by 
3,000,000  unique  veteran  routine  users.  (This  figure  does  not  include  such 
patients  as  C&P  exams,  one-time  users,  VA  employees)  yields  the  cost  per 
patient  for  6  years:  $22,640,  or  $  3,773  per  veteran  per  year. 

ESTIMATE  OF  FUTURE  COST  PER  VETERAN  PATIENT  UNDER  THE  CLINTON  PLAN 

Studies  of  VA  inpatient  admissions  indicate  that  up  to  forty  percent  VA 
hospitalizations  are  inappropriate— providing  care  that  should  have  been  given 
in  alternative,  more  cost-effective  settings.  The  system  has  been  trapped  into 
these  inefficiencies  by  its  fractured,  inequitable  eligibility  system  which 
restricts  outpatient  treatment  for  most  veterans. 

Under  health  care  reform,  the  standard  provision  of  outpatient  and  primary 
care  services  will  alleviate  this  problem.  Undoubtedly,  the  increased  eligibility 
will  create  additional  workload,  but,  if  competitive  pressures  have  the  desired 
effect  on  VA  managers,  these  additional  services  should  be  conducted  in  a 
more  cost-effective  manner  than  they  are  today. 

PVA  does  not  envision  that  the  costs  of  all  new  benefits  provided  under 
health-care  reform  will  be  covered  by  merely  shifting  existing  resources  and 
becoming  more  efficient.  VA  patients  are  older  and  have  more  serious  health 
problems  that  patients  in  private  hospitals.  The  Congress  must  ensure  that  VA 
receive  adequate  reimbursement  in  the  form  of  appropriations,  premiums  and 
third-party  payments  that  adequately  reflect  the  true  cost  of  delivering  quality 
care  to  this  population. 
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Question  5.  in  order  to  succeed  under  health  care  reform,  VA  health 
programs  need  to  attract  patients.  However,  we  also  have  to  make  sure  there 
are  enough  resources  to  provide  quality  care  on  a  timely  basis  to  all  those  who 
seek  VA  care.  A  pilot  study  can  help  us  gather  the  information  we  would  need 
for  national  health  care  reform.  At  this  point,  what  are  PVA's  estimates  of  the 
likely  increa.se  or  decrease  in  the  number  of  patients  under  health  care  reform? 
And  specifically,  can  you  estimate  the  number  of  core  veterans  who  do  not 
currently  have  access  to  comprehensive  VA  outpatient  care,  who  would  qualify 
for  such  access  for  the  first  time  under  health  care  reform? 

Answer.  PVA's  original  analysis  of  the  impact  of  health  care  reform  on  VA 
services  contained  in  the  1993  report.  Strategy  2000  contained  a  hypothetical 
"worst  case  scenario"  under  which  VA  could  lose  up  to  50  percent  of  its 
medical  and  surgical  (acute)  workload.  The  "worst  case  scenario"  is  still  widely 
cited  (inappropriately)  by  many  today  as  being  a  deathknell  for  the  VA  system. 

The  "worst  care  scenario,"  was  developed  prior  to  the  inclusion  of  VA 
within  any  health  care  reform  proposal.  It  was  based  on  the  following 
assumptions: 

1 .  The  reformed  national  health  care  program  would  provide  a  rich  benefits 
package  unavailable  at  VA  facilities. 

2.  The  national  basic  benefits  package  could  be  provided  to  veterans  with 
VA  eligibility  outside  VA  with  little  or  no  out-of-pocket  costs. 

3.  The  VA  health  care  system  would  continue  to  be  seriously  underfunded 

In  other  words,  the  "worst  case  scenario"  assumed  that  VA  would  not  be 
included  in  any  health  care  reform  scenario;  eligibility  reform,  providing  the 
full  continuum  of  care  at  VA,  would  remain  an  illusive  goal;  and  that  VA 
would  continue  to  be  severely  underfunded,  suffering  from  a  deterioration  in 
infrastructure  and  service  delivery  capability. 

The  "worst  case  scenario"  is  not  a  valid  assumption  today.  VA  has  been 
included,  at  least  so  far,  in  the  Clinton  plan.  Under  the  Administration's 
proposal  the  system  will  be  allowed  to  offer  a  national  basic  benefit  package 
addressing  the  full  continuum  of  care  and  offering,  at  least,  the  perception  of 
eligibility  reform  and  a  level  playing  field  between  VA  and  non-VA  health  care 
entities.  VA  might  even  have  an  advantage  over  the  private  sector  in  attracting 
veterans  to  join  its  health  plan,  as  core  group  veterans,  service-connected  and 
non  service-connected,  would  not  be  required  to  pay  any  premiums,  co- 
payments  or  deductibles  which  would  be  required  outside  VA  even  at 
subsidized  rates.  At  a  minimum,  VA  might  not  lose  great  numbers  of  its 
present  patient  base  who  opt  for  VA  care  (even  with  all  its  eligibility  inequities 
and  bureaucratic  encumbrances)  purely  on  the  basis  that  it  doesn't  cost 
anything.  Funding  problems  are  the  only  ingredient  in  the  "worst  case  scenario" 
that  will  remain  a  perpetual  reality. 

With  identical  VA/non-VA  benefits  packages,  attracting  and  maintaining  a 
stable  VA  patient  base  will  rely  on  a  completely  different  set  of  variables.  Lack 
of  out-of-pocket  costs  will  have  its  draw  for  many  veterans  seeking  VA  care. 
However,  that  allure  will  lose  its  luster  when  balanced  against  the  ease  of 
obtaining  services,  the  proximity  of  the  services  for  the  veteran  patient,  the 
perception  of  the  quality  of  those  services  (amenities),  and  the  amount  a 
veteran  might  have  to  pay  for  comparable  services  balanced  against  the  ease 
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of  obtaining  those  services.  How  VA  responds  to  these  factors  will  vary  from 
facility  to  facility. 

In  PVA's  opinion,  there  is  no  way  to  estimate  now,  when  health  care  reform 
has  not  been  passed,  a  benefit  package  agreed  to,  and  VA  AHP's  established, 
how  individual  VA  medical  centers  are  going  to  respond  and  compete 
successfully  for  veteran  patients.  Provided  the  resources  and  management  tools 
the  system  will  have  every  opportunity  to  compete  and  thrive.  But,  each  facility 
is  going  to  face  a  different  challenge  which  could  have  as  much  to  do  with 
geography  as  it  does  with  the  age  of  the  hospital  and  what  kind  of  staff  they 
have  in  the  admitting  room.  Some  facilities  are  going  to  be  successful  and 
some  are  not.  The  only  assurance  we  can  make  at  this  time  is  that  pending 
health  care  reform  along  the  lines  of  the  Administration's  bill,  the  "worst  case 
scenario"  should  be  considered  a  "dead  horse." 

The  number  of  core  group  veterans  who  do  not  currently  have  access  to 
comprehensive  VA  outpatient  care  and  who  would  qualify  for  such  access  for 
the  first  time  under  health  care  reform  is  as  follows.  (Data  prepared  by  the  VA 
Strategic  Planning  Office.) 


Service-connected  0-20 

2,450,033 

Service-connected  30-40  percent 

459,041 

Non  service-connected  low  income 

4,884,117 

Non  service-connected,  pension  and  A&A 

662,975 

Total 

8,456,166 

The  figure  does  not  include  special  category  veterans.  World  War  I, 
prisoners  of  war,  exposure  to  radiation,  herbicides  etc. 

Question  6.  It's  going  to  be  difficult  for  Congress  to  provide  an  adequate 
level  of  appropriations  if  we  don't  know  in  advance  how  many  core  veterans 
will  choose  VA.  Do  you  have  any  suggestions  for  how  the  VA  pilot  program 
can  help  us  gather  this  kind  of  information? 

Answer.  The  experience  gathered  from  a  pilot  study  will  be  artificially 
constrained  if  a  facility  or  group  of  facilities  in  a  state  are  limited  in  providing 
improved  services  and  expanded  eligibility  only  to  veterans  living  in  that  state. 
To  obtain  a  true  reading  on  the  impact  of  reforms  on  VA  utilization — if  not  for 
equity  reasons-the  pilot  program  must  ensure  that  all  veterans,  on  an  enrollment 
basis,  within  the  senice  area  of  the  VA  facility,  even  if  it  goes  beyond  state 
lines,  be  eligible  to  receive  the  same  benefit  package. 


WRITTEN  QUESTIONS  FROM  CHAIRMAN  ROCKEFELLER  TO  MR. 
DETERS  AND  THE  RESPONSES 

Question  I.  How  quickly  do  you  need  legislation  in  order  to  participate  in 
health  care  reform?  Please  briefly  describe  the  deadline  you  are  under  in  order 
to  participate  in  health  care  reform. 

Answer.  Immediately.  Starting  January  1,  1994  Tennessee  put  in  place  Health 
Care  reform  in  the  form  of  "TennCare".  There  have  been  almost  one  million 
citizens  enrolled  including  many  veterans  and  the  formation  of  12  state  wide 
Managed  Care  Organizations.  The  VA  facilities  in  Tennessee  need  to  be  able 
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to  participate  as  providers  and  need  rapid  legislative  relief.  There  is  an  ongoing 
effort,  on  the  part  of  the  VA  facilities  in  Tennessee,  to  plan  for  inclusion  in 
TennCare  in  August-September  1994.  That  will  be  necessary  to  compete  in  the 
current  health  care  arena.  Without  necessary  enabling  legislation  we  will  be 
unable  to  not  only  compete  but  we  will  also  continue  to  lose  veteran  patients 
to  other  health  care  organizations,  making  it  increasingly  difficult  to  catch  up. 

Question  2.  Which  areas  specifically  do  you  believe  should  be  delegated  to 
the  State  level  VA,  rather  than  to  Central  Office  in  Washington. 

Answer.  Local  authority  to  contract  for  services,  removal  of  restrictions  on 
personnel  resources,  freedom  to  utilize  consultants,  ability  to  shift  resources 
within  a  facility's  defined  budget,  authority  and  mechanisms  for  billing  and 
utilizing  captured  resources  as  well  as  providing  health  services  packages  to 
dependents  and  defining  a  benefit  package  similar  to  TennCare. 

Question  3.  What  is  your  best  estimate  of  the  average  cost  per  patient  for 
providing  a  basic  package  of  services,  similar  to  that  in  your  state's  plan  or  in 
the  Clinton  plan.,  compared  to  the  average  cost  per  VA  patient  in  your  state 
today? 

Answer.  The  basic  benefits  package  of  services  that  has  been  defined  under 
the  TennCare  plan  includes  some  services  that  we  currently  do  not  provide 
since  we  have  not  been  involved  with  dependent  care.  The  estimates  of  the  cost 
for  the  full  range  of  services  offered  under  TennCare  has  been  established  by 
a  capitated  rate  that  slides  from  $1240  to  around  $1600  per  patient  per  year. 
The  average  cost  for  VA  patients  per  year,  with  our  existing  benefits  package 
is  estimated  at  around  $1,080  per  outpatient  and  $6,600  for  inpatients  per  year. 
These  cost  do  not  include  specialized  services  such  as  transplantation  programs 
which  are  currently  centrally  controlled  and  funded.  The  addition  of  services 
such  as  family  planning,  preventive  dental,  health  screenings  and  health 
education  would  add  an  estimated  $84  per  year  per  patient.  In  viewing  this 
comparison  there  is  one  major  disparity  in  that  the  capitated  rate  set  by 
TennCare  and  the  associated  actuarial  tables  are  set  against  a  Risk  Pool  that  is 
different  than  what  is  encountered  in  the  VA  patient  population. 

Question  4.  A  reformed  VA  system  that  provides  a  no-cost  comprehensive 
basic  package  might  attract  many  veterans  with  service  connected  disabilities 
who  are  currently  receiving  most  of  their  medical  care  in  non-VA  facilities. 
This  is  especially  true  if  VA  outpatient  care  is  contracted  out  to  conveniently 
located  providers  throughout  the  state.  What  are  the  estimates  of  how  many 
core  veterans  who  are  not  currently  using  VA  would  start  to  use  VA  in  your 
state,  and  what  is  your  estimate  of  the  increased  annual  cost  of  these  new 
patients. 

Answer.  Tennessee  has  an  estimated  veteran  population  of  524,000  veterans. 
The  hospitals  in  Tennessee  are  providing  services  for  13  to  14%  of  the 
estimated  veteran  population.  Nationally  VA  has  reported  that  40%  of 
inpatients  and  7%  of  all  VA  health  care  users  have  a  SC  disability.  Addition- 
ally it  is  estimated  that  69%  of  veterans  use  some  health  care  services  but  only 
12.9%  use  some  component  of  the  VA  system  .  Using  this  as  a  base,  if  69% 
of  the  524,000  veterans  used  VA  services  we  could  see  361,560  system  users. 
Of  these  7%  25,310  would  have  a  service  connected  disability.  The  1990 
census  for  Tennessee  identified  (24.9%)  were  65  or  older.  This  must  be  taken 
into  account  since  these  individuals  would  be  Medicare  eligibles. 


Ill 

We  are  currently  estimating  a  2  to  3%  growth  rate  per  year  for  years  two 
and  three  and  a  total  market  share  of  20%  of  eligible  veteran  population.  Based 
on  VA  estimates  of  524,000  this  equates  to  104,800  veteran  patients,  a  gain  of 
31,440  patients  over  three  years.  Of  these  (25%)  7,860  would  be  Medicare 
eligibles,  (20%)  6,280  may  receive  inpatient  care  with  (80%)  25,160  receiving 
outpatient  services.  The  additional  annual  cost  for  these  veterans  would  be 
$24,577,862  statewide.  This  cost  would  increase  if  family  plans  were  developed 
and  provided  to  dependants.  This  additional  cost  would  be  covered  by  the 
following: 

1)  Some  additional  appropriations  for  mandatory  veterans  not  previously 
treated  by  VA. 

2)  Transfers  of  funds  from  other  programs  such  as  CHAMPUS,  CHAMPVA 
or  Medicaid. 

3)  Retained  billings  for  higher  income,  insured  veterans. 

4)  Reimbursements  from  state  for  higher  risk  population  coverage. 


WRITTEN  QUESTIONS  FROM  CHAIRMAN  ROCKEFELLER  TO  DR. 
GREEN  AND  THE  RESPONSES 

Question  J.  How  quickly  do  you  need  legislation  in  order  to  participate  in 
health  care  reform?  Please  briefly  describe  the  deadlines  you  are  under  in  order 
to  participate  in  health  care  reform. 

Answer.  Legislation  to  participate  in  health  care  reform  is  needed  as  soon 
as  is  legislatively  possible  but  certainly  within  six  (6)  months.  The  situation  in 
Vermont  is  as  a  best  educated  guess  as  follows: 

a.  Legislation  expected  by  June. 

b.  Regulations  promulgated — December-March 

There  is  a  very  strong  sentiment  that  universal  access  will  be  achieved  by 
1996. 

We  need  the  legislation  so  we  can  make  a  smooth  operational  transition  of 
incorporation  into  the  state  plan  as  it  evolves.  I  have  enclosed  an  early  draft  of 
the  house  proposal  re:  VA.  We  wish  to  avoid  a  situation  where  we  are  seen  as 
an  interloper  into  the  process.  We  will  be  much  farther  ahead  being  seen  as  a 
collaborator  who  is  moving  along  with  the  rest  of  the  providers. 

Question  2.  Which  areas  specifically  do  you  believe  should  be  delegated  to 
the  State  level  VA,  rather  than  to  Central  Office  in  Washington? 

Answer.  I  believe  that  all  operational  decisions  about 

•  Contracts 

•  Hiring,  firing  and  classification  of  personnel 

•  Structuring  of  programs  (within  centralized  policy) 

•  Budget  management 

•  Pay  for  personnel  (under  general  but  not  detailed  guidelines) 

•  Leasing,  equipment  needs  and  purchases 
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must  be  delegated  to  the  local  VAMC. 

Question  3.  What  is  your  best  estimate  of  the  average  cost  per  patient  for 
providing  a  basic  package  of  services,  similar  to  that  in  your  state's  plan  or  in 
the  Clinton  plan,  compared  to  the  average  cost  per  VA  patient  in  your  state 
today? 

Answer.  The  estimated  average  annual  cost  for  a  veteran  served  at  the  White 
River  Junction  VAM&ROC  for  FY93  was  between  $3, 850- $4,096  dependent 
upon  the  assumptions  made.  The  $3,850  represents  the  total  medical  care 
appropriation  with  all  non-direct  care  program  costs  subtracted  including 
subtraction  of  capital  expense.  Adding  back  capital  costs  of  $3,066,212  yields 
the  higher  number  of  $4,096.  See  attached  detail  in  Attachment  I. 

Assuming  the  following: 

AH  veterans  who  use  the  White  River  Jet.  VAMC  do  not  currently  receive 
their  total  care  from  VA  at  WRJ.  I  estimate  5%  not  received  from  VA  (2.4 
million). 

That  Tertiary  care  services  are,  in  an  emergency,  purchased  from  community 
providers  and  elective  tertiary  care  sent  to  Boston  VAMC's.  Estimated  cost 
$925,000. 

That  capital  costs  (maintenance,  repair,  upgrading  of  facility  and  capital 
replacement)  should  equal  between  8-10%  of  expenses  (4.8  million). 

That  staffing  upgrades  are  required  to  improve  services  to  the  point  where 
we  would  be  competitive  (1.8  million). 

That  there  is  no  easy  current  way  to  cost  out  the  Clinton  plan  for  the 
population  currently  served. 

I  estimate  a  realistic  capitated  rate  for  the  population  currently  served  to  be 
$4,646.  This  will  escalate  at  a  disproportional  rate  because  of  the  aging  of  the 
specific  population  served. 

If  one  assumes  an  operating  margin  of  5%  is  required  for  a  healthy  business 
then  this  would  add  $233  to  this  number.  Thus  the  final  capitated  rate  would 
be  $4879±10%. 

One  must  remember  that  the  population  mentioned  is  a  selected  population 
of  heavy  users  of  medical  care  with  a  considerable  disease  burden  unleavened 
by  a  non  using  or  lightly  using  population  group.  The  rate  presented  is 
approximately  two  times  the  cost  per  average  Vermont  citizen  (total  heath  care 
expenditures  h-  total  population). 

Question  4.  A  reformed  VA  system  that  provides  a  no-cost  comprehensive 
basic  package  might  attract  many  veterans  with  service-connected  disabilities 
who  are  currently  receiving  most  of  their  medical  care  in  non-VA  facilities. 
This  is  especially  true  if  VA  outpatient  care  is  contracted  out  to  conveniently 
located  providers  throughout  the  state.  What  are  the  estimates  of  how  many 
core  veterans  who  are  not  currently  using  VA  would  start  to  use  VA  in  your 
state,  and  what  is  your  estimate  of  the  increased  annual  cost  of  these  new 
patients? 

Answer.  The  total  number  of  service  connected  veterans  in  the  state  of 
Vermont  is  4843  of  which  we  currently  serve  3392.  This  leaves  1451  service 
connected  veterans  not  served.  I  estimate  that  it  would  be  possible  to  attract 
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between  20-30%  of  these  or  between  290-435  veterans.  I  have  no  way  to 
estimate  the  loss  of  current  users  of  this  VA  of  SC  veterans  should  Universal 
Access  be  achieved.  Universal  Access  would  create  100%  vulnerability.  It  is 
my  belief  that  Vermont  would  find  it  to  its  advantage  to  maintain  every  federal 
dollar  devoted  to  care  for  veterans  in  the  state.  Where  those  dollars  went  would 
determine  the  viability  of  the  VAMC. 

The  numbers  presented  in  answer  to  this  specific  questions  do  not  include 
the  veterans  we  serve  from  new  Hampshire.  Approximately  40%  of  our 
workload  comes  from  NH.  One  can  assume  rough  proportionality  of  distribu- 
tion of  SC  veterans  (NH  has  approximately  12,800  such  veterans). 

ATTACHMENT  I— FY  93  MEDICAL  Care  Appropriation  Expenditures 


Total  Medical  Care  (FY  93) 

$  53,319,668 

PTSD 

(583,540) 

Ethics 

(204,613) 

DMMS 

(174,000) 

OSHA 

(35.663) 

Outcomes 

(152,039) 

Mobile  Van 

(608,488) 

VT  College  Study 

(44,615) 

Vet  Centers 

(419,332) 

Capital  Expenditures 

(3,066,212) 

EBTPU 

(28,186) 

$48,002,980 

$  48,002,980  ^  12,469  Unique  SSN   =  $3,850 


ATTACHMENT  II 
(Draft  No.  1  -  H.645)  2/28/94  -  4:20pm  -  HWO  (1.2)1410A 
*  *  *  Integration  of  Veterans'  Health  Care  *  *  * 
Sec.  X.  REPORT  ON  VETERANS'  HEALTH  CARE  SERVICES 

(a)  The  general  assembly  finds  that  the  White  River  Junction  Veterans' 
Medical  and  Regional  Office  Center  is  a  critically  important  provider  of  care 
for  Vermont  veterans  and  their  families,  and  that  Vermont  desires  to  maintain 
and  support  the  Veterans'  Center  as  a  health  care  option  for  Vermont  veterans 
and  their  families  during  this  period  of  reform  of  Vermont's  health  care  system. 
Accordingly,  it  is  the  purpose  of  this  section  to  strengthen  the  links  between 
Vermont's  health  care  system  and  the  Veterans'  Center,  with  the  goal  of 
establishing  an  integrated,  collaborative  relationship  that  recognizes  and  builds 
on  existing  strengths  and  special  services. 

(b)  The  Vermont  health  care  authority  shall  report  to  the  House  Health  and 
Welfare  Committee  and  the  Senate  Health  and  Welfare  Committee  on  or  before 
January  1,  1995  on  the  authority's  recommendations  for  integrating  the 
Veterans'  Center  into  the  Vermont  health  care  system  on  a  cooperative  and 
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collaborative  basis,  including  making  the  best  use  of  the  Center's  special 
services  relating  to  spinal  cord  injury,  post  traumatic  stress  disorders,  and  other 
specialized  services,  and  providing  access  to  primary  care  through  satellite 
clinics  of  the  Center.  The  authority  shall  engage  in  extensive  discussions  with 
the  Veterans'  Center  before  developing  its  recommendations.  The  authority 
shall  also  consult  with  the  Medical  Center  Hospital  of  Vermont,  the  Dartmount- 
Hitchcock  Medical  Center,  and  other  providers  as  may  be  appropriate  to  the 
purpose  of  this  section.  The  authority's  recommendations  shall  include  such 
legislative  recommendations  as  the  authority  deems  necessary  to  integrate  the 
Veterans'  Center  and  the  Vermont  health  care  system  in  a  collaborative, 
effective  system  of  care. 

(c)  The  Vermont  health  care  authority  shall  initiate  discussions  with  the 
University  of  Vermont  Medical  School,  the  White  River  Junction  Veterans' 
Center,  and  other  appropriate  parties  regarding  specialized  education  and 
training  opportunities  in  collaboration  with  the  Veterans'  Center  for  medical 
school  students,  interns  and  residents. 


WRITTEN  QUESTIONS  FROM  CHAIRMAN  ROCKEFELLER  TO  MR. 
MANLEY  AND  THE  RESPONSES 

Question  J.  How  quickly  do  you  need  legislation  in  order  to  participate  in 
health  care  reform?  Please  briefly  describe  the  deadlines  you  are  under  in  order 
to  participate  in  health  care  reform. 

Answer.  In  order  to  meet  the  State  of  Washington  implementation  schedule 
for  certified  health  plans,  we  will  need  to  have  legislation  enacted  and  be 
officially  selected  as  a  pilot  state  before  August  1,  1994.  The  precise  deadline 
for  being  approved  by  the  State  to  participate  as  a  certified  health  plan  is  tied 
to  the  State  legislature  approving  the  Uniform  Benefit  Package  of  benefits.  This 
is  planned  to  occur  sometime  between  January  I  and  March  31,  1995.  To 
become  operational  as  a  certified  health  plan,  we  need  to  act  as  soon  as 
possible  on  such  things  as  contracting  for  actuarial  data  and  marketing 
expertise,  and  to  begin  forming  networks  with  private  providers. 

Question  2.  Which  areas  specifically  do  you  believe  should  be  delegated  to 
the  State  level  VA,  rather  than  to  Central  Office  in  Washington? 

Answer.  (1)  Financial  management  of  all  revenues  derived  from  premiums, 
from  other  insurance  plans,  and  from  other  providers.  (2)  All  contracting  and 
leasing  decisions  made  which  have  any  bearing  on  our  participation  as  a 
certified  health  plan.  (3)  All  decisions  regarding  capital  expenditures  financed 
through  revenues  or  through  VA  Investment  Plan  funds,  should  they  be 
forthcoming.  (4)  The  authority  to  allocate  appropriated  funds  to  meet  patient 
care  needs,  without  restriction.  (5)  The  authority  to  carry  out  any  reorganiza- 
tions necessary  to  maintain  effective  and  efficient  operations. 

Question  3.  What  is  your  best  estimate  of  the  average  cost  per  patient  for 
providing  a  basic  package  of  services,  similar  to  that  in  your  state's  plan  or  in 
the  Clinton  plan,  compared  to  the  average  cost  per  VA  patient  in  your  state 
today? 

Answer.  We  estimate  the  average  cost  per  patient  (as  opposed  to  enrol  lee) 
for  providing  the  state's  Uniform  Benefit  Package  will  be  about  $2,120.  If  the 
patient's  co-payment.s/deductibles  are  added,  the  cost  is  estimated  to  be  about 


115 

$2,650  (these  figures  exclude  education  &  research,  beneficiary  travel,  and 
other  non-treatment  related  costs).  This  compares  to  a  current  cost  per  VA 
patient  of  about  $3,300,  excluding  non-treatment  related  costs.  The  difference 
between  the  estimated  cost  for  the  state  Uniform  Benefit  Package  and  VA  cost 
is  likely  due  to  the  more  comprehensive  benefits  currently  provided  by  VA; 
e.g.,  Nursing  Home  Care,  mental  health,  and  Prosthetics,  and  the  average  age 
of  the  veteran  population  served.  In  1992,  the  State  of  Washington  estimated 
the  cost  to  provide  the  Uniform  Benefit  Package  to  the  general  population 
would  average  $1536  per  enrollee  per  year.  The  difference  between  the  State 
projection  per  enrollee  and  the  VA  estimate  per  patient  is  attributed  to  the 
projection  that  about  60%  of  enrollees  will  receive  care;  i.e.,  become  patients, 
each  year.  We  must  caution  that  good  data  is  not  readily  available;  conse- 
quently, please  regard  all  numbers  as  very  rough  estimates. 

Question  4.  A  reformed  VA  system  that  provides  a  no-cost  comprehensive 
basic  package  might  attract  many  veterans  with  service-connected  disabilities 
who  are  currently  receiving  most  of  their  medical  care  in  non-VA  facilities. 
This  is  especially  true  if  VA  outpatient  care  is  contracted  out  to  conveniently 
located  providers  throughout  the  state.  What  are  the  estimates  of  how  many 
core  veterans  who  are  not  currently  using  VA  would  start  to  use  VA  in  your 
state,  and  what  is  your  estimate  of  the  increased  annual  cost  of  these  new 
patients? 

Answer.  The  term  "core  veteran"  has  not  been  defined.  The  precise 
definition  has  the  potential  to  greatly  increase  the  amount  of  care  funded  by  the 
federal  appropriation  within  the  state.  Using  the  current  Congressionally 
mandated  eligibility  and  funding  rules,  51,281  unique  Washington  state  patients 
received  some  level  of  treatment  in  FY93.  Approximately  30,800  of  these  had 
a  service  connected  rating;  the  remainder  (est.  20,481)  were  non-service 
connected  Category  A.  This  service  is  currently  funded  by  federal  appropria- 
tions. 

To  attempt  to  respond  to  the  question,  we  have  estimated  the  impact  of  two 
of  several  possible  definitions  of  core  veterans: 

(1)  If  the  definition  of  core  veteran  is  limited  to  all  service  connected 
veterans  receiving  disability  compensation  (i.e.,  a  rating  of  10%  or  higher),  and 
all  of  these  veterans  elect  the  VA  plan,  the  increased  cost  is  estimated  to  be 
$41,432,064.  The  basis  of  this  estimate  is  that  there  are  56,234  compensated 
service  connected  veterans  in  the  state.  Of  the  estimated  30,800  service 
connected  veterans  treated  in  FY  93,  we  estimate  29,260  (95%)  were 
compensably  disabled.  Subtracting  the  number  currently  treated  (29,260)  from 
the  total  number  of  core  veterans  under  this  definition  (56,234),  results  in 
26,974  potential  new  enrollees.  Multiplying  this  by  the  estimated  $1536  per 
member  per  month  cost  for  the  Uniform  Benefit  Package  yields  the  estimate. 

(2)  If  core  veterans  are  defined  as  all  service  connected  receiving  disability 
compensation  and  Category  A  veterans,  the  increased  cost  is  estimated  at 
$142,416,384,  if  all  of  these  veterans  elect  the  VA  plan.  The  basis  of  this 
estimate  is  that  there  are  about  144,000  compensated  service  connected  and 
Category  A  veterans  in  the  state.  Subtracting  the  number  currently  treated 
(51,281)  from  the  total  number  of  core  veterans  under  this  definition  (144,000), 
results  in  92,719  potential  new  enrollees. 
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Multiplying  this  by  the  estimated  $1536  per  member  per  month  cost  for  the 
Uniform  Benefit  Package  yields  the  estimate. 

Although  some  revenues  are  to  be  expected  from  the  employers  of  "core" 
veterans,  it  is  important  to  note  that  about  38%  of  the  compensably  disabled 
veterans  are  rated  at  50%  or  greater  disability,  and  a  large  number  of  those 
with  lower  ratings  are  over  age  65.  NSC  Category  A  are  by  definition  unlikely 
to  be  employed.  Therefore,  the  revenues  from  this  source  are  expected  to  be 
very  limited. 


WRITTEN  QUESTIONS  FROM  CHAIRMAN  ROCKEFELLER  TO  DR. 
PETZEL  AND  THE  RESPONSE 

Question  J.  How  quickly  do  you  need  legislation  in  order  to  participate  in 
health  care  reform?  Please  briefly  describe  the  deadline  you  are  under  in  order 
to  participate  in  health  care  reform. 

Question  2.  Which  areas  specifically  do  you  believe  should  be  delegated  to 
the  State  level  VA,  rather  than  to  Central  Office  in  Washington? 

Question  3.  What  is  your  best  estimate  of  the  average  cost  per  patient  for 
providing  a  basic  package  of  services,  similar  to  that  in  your  state's  plan  or  in 
the  Clinton  plan,  compared  to  the  average  cost  per  VA  patient  in  your  state 
today? 

Question  4.  A  reformed  VA  system  that  provides  a  no-cost  comprehensive 
basic  package  might  attract  many  veterans  with  service-connected  disabilities 
who  are  currently  receiving  most  of  their  medical  care  in  non-VA  facilities. 
This  is  especially  true  if  VA  outpatient  care  is  contracted  out  to  conveniently 
located  providers  throughout  the  state.  What  are  the  estimates  of  how  many 
core  veterans  who  are  not  currently  using  VA  would  start  to  use  VA  in  your 
state,  and  what  is  your  estimate  of  the  increased  annual  cost  of  these  new 
patients? 

Department  of  Veterans  Affairs 

Deputy  Assistant  Secretary/or 
Acquisition  and  Materiel  Management 

Washington,  DC  20420,  March  14,  1994 

Honorable  John  D.  Rockefeller  IV 

Committee  on  Veterans'  Affairs 
United  States  Senate 
Washington,  DC  205 JO 

Dear  Senator  Rockefeller:  Thank  you  again  for  the  opportunity  to 
testify  about  MinnesotaCare.  The  things  that  I  believe  need  to  be  delegated  to 
the  State  or  local  level  are:  Flexibility  in  spending  our  budget,  and  contracting 
authority.  However,  I  think  the  authority  for  each  should  be  given  to  the 
Secretary.  He  can  then  delegate  them  to  us  as  needed. 

We  do  not  yet  have  a  fully  defined  benefit  (or  estimate)  package  in  this 
State,  so  an  accurate  comparison  is  impossible.  The  Clinton  plan  cost  and  our 
average  cost  are  quite  similar.  The  real  cost  issue  for  us  is  how  many  new 
"mandated"  patients  would  come  to  us  under  Health  Care  Reform. 
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Sincerely, 

Robert  A.  Petzel,  M.D.,  Chief  of  Staff, 
Veterans  Affairs  Medical  Center 
One  Veterans  Drive 
Minneapolis,  MN  55417 


WRITTEN  QUESTIONS  FROM  CHAIRMAN  ROCKEFELLER  TO  MR. 
RANDALL  AND  THE  RESPONSES 

Question  1.  How  quickly  do  you  need  legislation  in  order  to  participate  in 
health  care  reform?  Please  briefly  describe  the  deadlines  you  are  under  in  order 
to  participate  in  health  care  reform. 

Answer.  We  need  legislation  by  the  first  of  May  1994.  The  Florida 
legislature  is  now  in  session  and  is  working  on  cleaning  up  some  of  the 
language  in  Florida's  health  care  reform  act.  The  current  legislative  session 
ends  April  8,  1994,  the  first  round  of  requests  for  proposals  for  accountable 
health  plans  has  ended,  and  following  the  current  legislative  session,  the  state 
should  be  in  a  position  to  ask  for  the  next  round  of  proposals  for  accountable 
health  plans. 

Question  2.  Which  areas  specifically  do  you  believe  should  be  delegated  to 
the  State  level  VA,  rather  than  to  Central  Office  in  Washington? 

Answer.  To  the  maximum  extent  possible,  all  authority  should  be  delegated 
to  the  state-level  VA.  Policy  decisions,  of  course,  must  be  retained  by  VA 
Central  Office  in  Washington.  However,  all  decisions  involving  the  use  of 
funds  that  are  available,  either  through  appropriation  or  through  money 
collected  through  the  health  care  alliances,  should  be  delegated.  In  addition,  all 
contracting  authority,  all  purchasing  authority,  all  decisions  as  to  eligibility  of 
patients,  and  all  personnel  actions  should  be  delegated  to  the  state-level  VA. 

Question  3.  What  is  your  best  estimate  of  the  average  cost  per  patient  for 
providing  a  basic  package  of  services,  similar  to  that  in  your  state's  plan  or  in 
the  Clinton  plan,  compared  to  the  average  cost  per  VA  patient  in  your  state 
today? 

Answer.  Our  best  estimate  of  the  average  cost  of  providing  basic  services 
for  an  individual  in  the  state  of  Florida  is  $1,320  per  year,  which  is  the  target 
mid-point  for  HMO  plans.  The  results  of  the  first  round  of  RFP's  from  the 
Community  Health  Purchasing  Alliances  (CHPA's)  has  not  yet  been  released. 
This  is  the  same  target  that  VA  should  use  to  assure  a  competitive  position. 
Our  current  cost  of  treating  a  veteran  who  seeks  treatment  during  the  year  is 
approximately  $2,800  per  year.  This  is  the  cost  for  those  seeking  treatment,  not 
a  "capitation"  cost.  Using  Alachua  County  as  an  example  county,  it  is 
estimated  that  our  annual  cost  of  providing  treatment  to  all  who  use  VA  over 
a  three-year  period  is  $1,670.  It  must  be  pointed  out  that  this  cost  represents 
much  more  than  the  coverage  provided  for  in  a  "basic"  program.  The  cost  is 
also  inflated  by  the  fact  that  VA  is  selected  by  individuals  who  have  had  less 
than  average  preventive  health  options.  When  we  are  able  to  offer  care  to  all 
veterans  who  are  eligible  for  care  and  their  dependents,  our  costs  should  be  at 
or  below  the  target  cost  of  $1,320  per  year. 
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Question  4.  A  reformed  VA  system  that  provides  a  no-cost  comprehensive 
basic  package  might  attract  many  veterans  with  service-connected  disabilities 
who  are  currently  receiving  most  of  their  medical  care  in  non-VA  facilities. 
This  is  especially  true  if  VA  outpatient  care  is  contracted  out  to  conveniently 
located  providers  throughout  the  state.  What  are  the  estimates  of  how  many 
core  veterans  who  are  not  currently  using  VA  would  start  to  use  VA  in  your 
state,  and  what  is  your  estimate  of  the  increased  annual  cost  of  these  new 
patients? 

Answer.  It  can  be  assumed  that  the  service-connected  veterans  as  well  as  the 
Category  A  nonservice-connected  veterans  who  currently  use  VA  will  continue 
to  use  VA  under  health  care  reform.  When  dependents  are  considered,  with  an 
average  family  size  of  2.2,  the  162,000  veterans  Florida  VA's  now  treat  will 
becorrie  356,000,  or  an  increase  of  194,000  individuals.  At  $2,800  each,  the 
cost  of  treating  a  patient  in  an  acute  hospital,  not  the  much  lower  cost  of 
providing  care  to  an  enrollee,  most  of  whom  would  need  no  acute  treatment 
during  any  one-year  period. 


WRITTEN  QUESTIONS  FROM  SENATOR  JEFFORDS  TO  DR. 
GREEN  AND  THE  RESPONSES 

Question  I.  I  am  aware  that  the  White  River  Junction  VA  has  voiced  its 
interest  in  functioning  as  a  pilot  program  for  VA  participation  in  a  state  health 
care  reform  program.  What  do  you  believe  Vermont  and  White  River  Junction 
VA  will  be  able  to  offer  a  pilot  program? 

Answer.  A  pilot  at  White  River  Junction  VA  can  offer  the  following  to  a 
pilot  program: 

Insights  and  lessons  about  working  with  a  state  legislature  to  create  state 
statutes  which  incorporate  VA  as  a  participant  into  the  State  Health  Care  Plan. 

A  blueprint  of  those  issues  and  resources  required  for  a  VA  Medical  Center 
to  make  the  transition  from  legislation,  in  whose  creation  it  has  been  involved, 
to  a  successful  operational  program. 

A  very  inexpensive  prototype  because  of  the  small  size  of  the  White  River 
Junction  VA  and  state.  The  cost/benefit  ration  would  be  very  good. 

Question  2.  What  is  your  vision  for  the  delivery  of  health  care  and  veterans 
services  under  Vermont's  health  care  reform  initiatives? 

Answer.  My  vision  is  that  VA  will  become  a  collaborative  partner  in 
delivering  health  care  rather  than  a  raw  competitor  in  the  State  of  Vermont  We 
would  be  acknowledged  as  being  a  choice  for  veterans  to  choose  as  a  health 
care  provider  particularly  for  those  veterans  who  are  service  connected  and 
others  who  have  incomes  below  established  statutory  limits.  We  would  also  be 
seen  as  a  viable  health  care  provider  for  any  veteran  and  the  families  of 
veterans  to  choose.  In  brief,  primary  care  would  be  provided  within  30  minutes 
of  the  patient's  home.  In  most  circumstances,  this  would  be  contracted. 
Secondary  hospital  care  would  be  provided  at  White  River  Junction  VAMC  for 
veterans  and  in  most  cases  purchased  for  their  spouses.  Tertiary  (high  tech 
care)  would  be  purchased  in  Burlington,  VT,  Lebanon,  NH,  Albany,  NY  or  be 
sent  to  a  Tertiary  VA  Center  as  appropriate.  Heavy  emphasis  would  be  put  on 
primary  and  geriatric  care  programs  with  great  emphasis  placed  on  keeping 
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patients  in  their  homes  and  out  of  institutional  beds.  The  White  River  facility 
would  continue  to  be  an  acute  secondary  care  hospital  with  specialized 
programs  in  Psychiatry,  Long  Term  Care,  Geriatric  Evaluation,  PTSD  and 
Oncology. 

Question  3.  How  has  the  White  River  junction  VA  worked  with  Governor 
Dean  and  Vermont  legislators  in  developing  Vermont's  Health  Care  Reform 
bill'.' 

Answer.  We  have  met  with  the  Governor  to  put  our  case  forward.  Addition- 
ally, we  have  testified  to  the  Special  Ad  Hoc  Committee  of  the  Vermont 
House.  We  have  ongoing  liaison  with  the  House  Committee  and  will  develop 
a  similar  liaison  to  the  Vermont  Senate.  Prior  to  the  beginning  of  the  legislative 
session,  we  had  and  continue  to  have  a  seat  on  the  Health  Policy  Advisory 
Committee  which  advised  the  Vermont  Health  Care  Authority  during  the 
preparation  of  its  report  to  the  legislature.  Enclosed  is  a  draft  of  proposed 
legislation  from  the  House  Bill  referencing  VA. 

Question  4.  Will  the  reduction  of  the  federal  workforce  (ETEE)  impact  on 
VA's  ability  to  compete  in  the  arena  of  health  care  reform? 

Answer.  The  reduction  of  the  federal  workforce  (FTEE)  will  have  an  impact 
on  VA's  ability  to  compete  in  the  arena  of  health  care  reform.  Health  care  is 
a  labor  intensive  enterprise.  It  makes  little  difference  whether  it  is  directly 
delivered  or  contracted.  Contracts  will  be,  primarily,  contracts  for  labor  whether 
it  be  for  direct  care  services  or  supporting  services  such  as  cleaning  or  dietary 
services.  People  remain  the  issue.  There  are  major  service  delivery  issues 
which,  at  this  facility,  will  get  worse  with  decrements  in  FTE.  One  cannot 
attract  patients  if  one  cannot  deliver  services. 

There  is  little  question  that  if  VHA  was  allowed  to  restructure  according  to 
business  needs,  it  would  be  possible,  over  time,  to  have  a  competitive  system. 
Savings  in  FT^  could  be  realized  from  consolidating  or  purchasing  tertiary 
services.  Unneeded  facilities  could  be  closed  or  missions  redefined.  The  current 
FTE  reductions  are  being  imposed  horizontally  without  reference  to  the  above 
considerations.  Tlie  proposed  contracting  does  not  take  into  account  the  almost 
impossible  sea  of  regulations  governing  government  contracts  nor  does  it  take 
into  account  the  ability  to  contract  in  a  particular  environment. 

Question  5.  Are  there  any  factors  which  would  prevent  VA's  success  in  state 
health  care  reform?  What  are  they  and  what  can  be  done  to  reduce  or  eliminate 
these  barriers? 

Answer.  Factors  which  would  prevent  VA's  success  in  State  Health  Care 
Reform.  There  are  a  host  of  factors  which  would  be  material  in  preventing  VA 
success.  A  partial  list  is  as  follows: 

1 .  State  law  preventmg  VA  from  offering  a  health  care  plan  and/or 
preventing  VA  from  having  a  member  of  a  health  care  plan. 

Remedy:  Federal  law  which  prevents  exclusion  by  State. 

2.  State  law  which  would  not  allow  payment  via  an  alliance  or  other 
instrument  to  VA  for  services. 

Remedy:  Superseding  Federal  law. 
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3.  State  law  which  contained  conditions  for  meeting  state  requirements 
which  do  not  take  into  account  the  unique  aspects  of  Federal  institutions. 

Remedy:  Superseding  Federal  law. 

4.  The  Body  of  Federal  regulations/statutes  dealing  with: 

a)  contracting 

b)  personnel  policies 

Which  preclude  flexibility  in  rapid  response  to  business  conditions. 
Remedy:  Total  revision. 

5.  Inability,  at  the  current  time,  to  generate  a  profit,  to  accumulate  reserves, 
to  borrow  money,  to  receive  and  keep  funds  at  the  Medical  Center  for  services 
rendered.  The  requirement  to  come  to  $0  balance  at  the  end  of  every  year. 

Remedy:  Legislation  which  would  give  broad  authority  to  run  according  to 
prudent  business  principle. 

6.  A  hierarchical,  controlling  central  organization  prone  to  micro-manage- 
ment. This,  if  perpetuated,  will  be  the  greatest  barrier.  There  is  no  way  a 
centralized  bureaucracy  can  react  expeditiously  to  local  competitive  conditions. 

Remedy:  Major  decentralization. 

7.  Congressional  action  which  mandates  new  programs  and  facilities  without 
operational  funding. 

Remedy:  I  have  no  remedy  for  political  reality. 

8.  Lack  of  education  training  for  managers  who  have  to  cope  with  change 
of  this  nature. 

Remedy:  Provide  education  and  training. 

9.  Lack  of  expertise  in  the  area  of  managed  care. 
Remedy:  Provide  expertise  to  field  stations. 

10.  Inaction  by  VA  to  restructure  itself.  [No  remedy  provided.] 

1 1 .  Concerted  lobbying  by  private  sector  to  exclude  VA.  [No  remedy 
provided.] 
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